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Federal Business Banque fédérale 


Development Bank de développement | 


Canada 


The Federal Business Development Bank is a Crown corporation established 
eae bya an Act of Parliament on December 20, 1974, to succeed the Industrial 
Development Bank which had been created in 1944. It is wholly owned by 
ees the Government of Canada. 

The role of the FBDB is to promote the establishment and 
‘4 development of business enterprises in Canada, especially small and 
_ medium-sized businesses, by providing them with a wide range of financial 
| services such as loans, guarantees and venture capital. The Bank also 
offers extensive management counselling, information, training and 


___ FBDB's services are fae available all across Canada 
veh a broad network of branches and regional offices. 


Head Office 

800 Victoria Square 
Montreal, Quebec 
(514) 283-5904 


Mailing address: 

P.O. Box 335 

Stock Exchange Station 
Montreal, Quebec 

H4Z 114 


June 17, 1988 


The Honourable Robert R. De Cotret, P.C., M.P. 
Minister of Regional Industrial Expansion and 
Minister of State for Science and Technology 
Ottawa, Ontario 


The Honourable Bernard Valcourt, P.C., M.P. 

Minister of State (Small Businesses and Tourism), and 
Minister of State (Indian Affairs and Northern Development) 
Ottawa, Ontario 


The Honourable Pat Carney, P.C., M.P. 
President of the Treasury Board 
Ottawa, Ontario 


In accordance with the provisions of the Financial Administration Act, I enclose the Annual Report 
of the Federal Business Development Bank for the year ended March 31, 1988. This document includes 


a message from the Chairman of the Board, my report, a review of activities, as well as the financial 
statements of the Corporation and the auditor’s report. 


Yours truly, 


Guy A. Lavigueur 
President 
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HIGHLIGHTS 


for the year ended March 31 


Loans and guarantees authorized: 
number 
amount 


Investments authorized: 
number 
amount 


Number of loan and guarantee customers at March 31 
Number of investment customers at March 31 


Amount outstanding or committed to loan and 
guarantee customers at March 31 

Amount outstanding or committed to 
investment customers at March 31 


CASE (Counselling Assistance to Small Enterprises): 
assignments completed 
counselling days 


Management training seminars: 
number 
participants 


Small business information service: 
referrals to assistance programs 


1988 


1987 


5,549 
$ 861,962,000 


32 

$ 22,514,000 
15,769 

65 

$ 2,360,813,000 


$ 61,804,000 


8,894 
18,494 


1,926 
30,490 


180,934 


5,685 
$ 927,914,000 


19 

$ 20,232,000 
16,350 

46 

$ 2,137,508,000 
$ 47,132,000 


9,500 
18,224 


2,114 
33,058 


138,084 


CHAIRMAN’S MESSAGE 


The Federal Business Development Bank is Canada’s foremost public 
institution serving the many financial and management needs of small 
and medium-sized businesses. It plays a vital role in supporting this sector 
of the economy, a sector that is recognized for its major contribution to 
economic growth in all regions of the country. 

In fiscal year 1988, demand for the Bank’s services has 
been close to historically high levels. This is a reflection of very favourable 
economic circumstances generally, as well as the continuing expansion 
of entrepreneurship and small business in Canada. 

The FBDB’s supplementary financing is provided 
when such financing is not otherwise available on reasonable terms 
and conditions. As such, the Bank offers financing for projects that are 
inherently riskier than those financed by private sector institutions. 

Yet in fiscal 1988, the Bank was able to record a modest profit in its 
financial services. While exceptional economic growth over the past year 
was certainly a factor in this performance, it could not have been achieved 
unless the Bank was operating efficiently. In fiscal 1988, the Bank 

was also able to meet the strong demand for its management services, 

with essentially the same amount of funding as in the previous year. 


FBDB Helps Reduce Economic Disparities 

The activities of the FBDB help to reduce regional economic disparities. 

The Bank has five regional offices and 77 branches across the country and 
its services are relatively more prevalent in communities outside Canada’s 
major metropolitan areas. In Atlantic Canada, in particular, there was 

an increase of 20 percent in the FBDB’s lending to small and medium-sized 
businesses in fiscal 1988. The FBDB’s activities in this region, coupled with 
those of other federal agencies, will lead to a significant augmentation 

of this region’s economic output and employment. 

The operating and financial results for fiscal 1988 
are a clear indication of both the efficiency of the FBDB and the key 
contribution it makes to the development of small and medium-sized 
businesses in all parts of Canada. 

Services and innovations introduced by the FBDB over the 
years are well regarded not only by the business community in Canada, 
but also among other development banks throughout the world. 

These banks view the FBDB as a leader in providing services to small 
and medium-sized businesses and they often visit the Bank to learn 
from its experiences. 


William J. McAleer 


FBDB Responsive to Local Needs 

The FBDB’s services are flexible; they can respond to the specific needs 
of businesses in different communities. To enhance the Bank’s response 
to the varied needs for business services across the country, six regional 
advisory councils were created in fiscal 1988. These committees are made 
up of local business people whose role it is to advise the Bank’s Board 


of Directors on local priorities and how the FBDB can address them. 


Fiscal 1988 saw the departure of a number of members 


of the Bank’s Board of Directors as well as the arrival of several new 
members. To those who left, Mr. Sylvain Cloutier, Mr. Richard Kroft and 
Mr. William Wilton, I would like to offer the sincere thanks of the Board 
for the quality of their participation. Mrs. Patricia Black, Ms. Linda Willis, 
Mrs. Georgina Wyman and Mrs. Diana McMillan joined the Board over 


the past year and are presently serving as directors. | would like to express 


my gratitude to all members of the Board for their support and keenness 


in assuring that the Bank fulfills its mandate and meets the objects 


and conditions of the Act under which it operates. 


| also wish to thank the management and staff of the 
FBDB for their dedication and application in addressing the constantly 
changing and diverse needs of Canada’s small and medium-sized 


businesses 


William J. McAleer 


Chairman of the Board 


PRESIDENT’S REPORT 


In the fiscal year ending March 31, 1988, the Federal Business Development 
Bank demonstrated once again that it is a cost-effective instrument of the 
Federal Government in providing financial and management services to 
small and medium-sized businesses in all regions of Canada. During the 
year, the FBDB provided financing to over 5,000 businesses in support of 
over $1 billion worth of investments. At the same time, the Bank recorded 
a modest operating profit of $6.4 million. The Bank’s Management Services 
Division also provided business information, training, counselling and 
planning services to over 200,000 business people in fiscal 1988. 

Over the period under review, the Bank’s Lending Division 
authorized 5,500 loans and guarantees for $862 million. Of these loans 
and guarantees, 60 percent were for amounts under $100,000 and 
78 percent went to businesses with 10 employees or less. These results 
underscore the important role of the FBDB in addressing the needs of 
small businesses seeking smaller size term loans to finance their 
investment projects. 

It is widely accepted that small and medium-sized 
businesses account for most new jobs in the economy. Their capacity to 
generate large numbers of jobs has made a key contribution to the 
prosperity experienced by many regions of the country over the past year. 
FBDB clients who received term loans and guarantees in fiscal 1988 stated 
that they expect to create 10,000 new jobs in their local communities 
when their investment projects are completed. Studies of previous clients’ 
job creation expectations indicate that this estimate is likely conservative 
and that more than 10,000 new jobs will actually be created by fiscal 1988 
loan clients. Moreover, these new jobs will be proportionally more 
numerous in those regions of the country with higher unemployment rates. 


Loans Portfolio Reaches $2.2 Billion 

The FBDB’s loans portfolio now stands at $2.2 billion. During the year, the 
amount of prepayments on loans before they reached maturity increased 
to a record level of $183.6 million. Clients making these prepayments 

had been able to improve their business circumstances to the point where 
they were in a position to find adequate financing from private sector 
institutions. 


EBDB clients expe ct to create 10.000 new jobs i 


COMMUNITIES 


Guy A. Lavigueur 


Aided in part by buoyant economic conditions in fiscal 
1988, the Bank’s Lending Division recorded an operating profit of 
$2.9 million, or 0.1 percent of the portfolio size. As such, the FBDB was 


successful in satisfying its mandate, which is to be fully cost recoverable in 
its lending operation under normal economic conditions. 

The FBDB’s Venture Capital Division is recognized as one of 
the important sources of venture capital in Canada. Through a national 
network of offices, the Division authorized $22.5 million in investments 
in fiscal 1988, an increase of 11 percent over the previous year. During the 
year, the Division became even more involved in providing seed capital 
financing for businesses at the pre-start-up or start-up stages. To lever its 
own funds as widely as possible, it also participated in financing the 
establishment of specialized and regional venture capital funds. These 
funds will lead to wider availability of venture capital outside major 
metropolitan centres in regions of the country where it is least available 


The Venture Capital Division generated an operating profit 


7A) 


of $3.5 million in fiscal 1988, as compared to a profit of $5.3 million the 


previous year. The decrease in profits was due to a decline in the number of 


divestitures compared to what had taken place in the previous year 


“The Bank... provided business information, training, counselling 
and planning to over 200,000 business people...” 


Venture Capital Clients Create 1,000 New Jobs 

The Division seeks to maximize economic benefits for the limited amount of 
financial resources at its disposal. Thus, it focuses on growth companies. 

It is widely accepted that this class of companies provides most new jobs and 
other economic benefits for the country. The 65 clients in FBDB’s venture 
capital portfolio currently employ about 3,000 workers, and have created 
about 1,000 new jobs since receiving equity financing from the FBDB. 
About 70 percent of these clients export their products and some 50 percent 
are actively engaged in research and development activities. These are 
significant economic spin-offs for the Government’s investment in the 
FBDB’s venture capital operation. 

The Bank’s Management Services Division provides the 
widest range of management support services to small and medium-sized 
businesses in Canada. Demand for these services continued to be strong 
in fiscal 1988. As was noted earlier, over 200,000 people approached 
the Bank for business information, training, counselling and financial 
planning services. 


More Cooperation with Private Sector 

During the year, the Bank continued to expand its use of private sector 
sources in the delivery of its management services. Already, the CASE 
counselling program is delivered by a roster of over 1,000 business people. 
Some of the Bank’s seminars are also being delivered by individuals and 
groups on contract to the Bank as are some of its financial planning 
assignments. In fiscal 1988, the FBDB continued working with external 
sources to develop new small business services. 

Community Business Initiatives, which were first 
introduced in fiscal 1987, were expanded as 18 new projects were launched 
in communities across the country in the last year. About 600 businesses 
have gained valuable management experience from these popular, locally 
coordinated projects. Many of these initiatives are co-sponsored by 
Employment and Immigration Canada. 

In the year under review, the FBDB also provided more 
support to Canada’s newer entrepreneurs including women, new 
Canadians and youth. The Bank recognizes that a large proportion of new 
jobs will be created by these entrepreneurs in the future. Also, to respond 
to the current needs of business, the Bank continues to provide new services. 

The FBDB is also working cooperatively with other agencies 
of government in promoting entrepreneurship and small business 


“The FBDB ts also working cooperatively with other agencies 


of government in promoting entrepreneurship...” 


development in all regions of Canada. During fiscal 1988, the Bank, in 
cooperation with the Export Development Corporation, launched a new 
Export Receivable Financing Program. This program provides guarantees 
on extended lines of credit exporters have with their own banks, thereby 
facilitating more exports of goods and services. In addition, given 

its long and well recognized experience in supporting entrepreneurship 
and small business development, the FBDB was again asked to administer 
the Student Business Loans Program on behalf of Employment and 
Immigration Canada. Students participating in this program are 
entrepreneurs of tomorrow and the program provides them with hands-on 
experience in starting and operating a business. There were some 

1,000 summer jobs created by this program over the past fiscal year. 

As its fiscal 1988 results have shown, the FBDB is well 
positioned to continue to assist small and medium-sized businesses to 
expand, and to help entrepreneurs start new firms. Apart from its varied 
and flexible financial services, it is the Government's primary resource 
for training future entrepreneurs. 

The small business sector is dynamic. It will be responsible 
in the future, as it is now, for a major share of Canada’s economic growth. 
The FBDB will continue to innovate new services to meet emerging business 
needs while still providing the basic financial and management services 
this sector requires. And these services will be provided in a cost-effective 
and responsive manner. 

The expertise of the Bank in servicing small and 
medium-sized business is entirely the product of the experience, training, 
dedication and judgment of the Bank’s staff in all divisions: Loans, 
Venture Capital, and Management Services. Their professionalism and the 
knowledge they bring to their task have made fiscal 1988 another successful 
year for the FBDB and its clients. | wish to extend my thanks to all of 
them as well as to our CASE coordinators and counsellors for their fine 
effort once again this year. I also wish to thank the Board of Directors of 
the FBDB for the sound advice and direction which they gave the Bank 
during the past year. 


A dasbikk 


Guy A. Lavigueur 
President 


Financial 
Services 


Loans and 
Guarantees 
Authorized 
by Type 

of Business 


REVIEW OF ACTIVITIES 


FBDB’s Financial Services provide a range of flexible financing instruments to small and medium- 


sized businesses unable to secure financing on reasonable terms and conditions from other 


institutions. These services comprise term loans and guarantees offered by the Bank’s Loans Division 


as well as equity financing provided by the Venture Capital Division. 


Activities — Loans Division 


In fiscal 1988, FBDB authorized 5,549 loans and loan guarantees for $862 million to small and 


medium-sized businesses across Canada. About 60 percent of these loans were for amounts less 
than $100,000 while the median loan size was $78,000. 
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These lending activities supported small business projects of well over $1 billion 


in fiscal 1988. FBDB financing accounted for 66 percent of its clients’ projects with more than 


$435 million provided by other sources, primarily the private sector. The accompanying charts 


illustrate the nature of these projects. 
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Shirley Beebe 

Earl Beebe Trucking Ltd. 

Big River, Sask. 

“We needed long-term financing that wasn’t readily 
available from the chartered banks to build a maintenance 
shop and a carwash. FBDB gave us the loan and the service 
was excellent.” 


FBDB’s role as a supplemental lender is demonstrated by the large number of clients 
that prepay their FBDB loans each year and “graduate” to private sector financial institutions. 
In fiscal 1988, there was a 12 percent annual increase in the level of prepayments which reached 
$183.6 million. 

The Bank’s total portfolio of loans and guarantees reached $2.2 billion in fiscal 
1988, an increase of 14 percent over last year. This continued growth indicates the sustained need 
among small and medium-sized businesses for FBDB’s supplementary lending services. 


Activities — Venture Capital Division 

Fiscal 1988 was another year of solid growth for FBDB’s Venture Capital Division. Authorizations 
reached $22.5 million, an 11 percent increase over last year. The number of clients receiving 
venture capital investments increased 68 percent to 32 firms. 

The Venture Capital Division placed greater emphasis in fiscal 1988 on investing in 
young companies at the pre-start-up and start-up stages. In 1988, fully half of FBDB’s new Venture 
Capital clients were at the start-up stage. These firms often have the most difficulty attracting private 
sector financing from venture capitalists and, as a result, the amount of leverage, or the amount 


, of private sector funds that the FBDB could obtain for its clients for every dollar it invested, declined 


from $4.8 to $2.8. Since the inception of its Venture Capital Division in 1983, the Bank has assisted 


’ 83 firms to attract $3.40 in financing for every FBDB investment dollar. The total portfolio of FBDB 


venture capital investments reached $53.5 million in fiscal 1988, a 24 percent increase over last year. 


Special Financing Programs 
FBDB also offers a special financial service to meet the needs of small and medium-sized businesses 
involved in exporting. The Export Receivable Financing Program, which operates as a pilot project 
has authorized over 40 loan guarantees for a total of $10.3 million since inception. The guarantee 
is applicable for lines of credit extended by private sector financial institutions and is based 
on an exporter’s foreign receivables. 

To encourage entrepreneurship among Canadian youth, FBDB also delivers the 
Student Business Loans program on behalf of Employment and Immigration Canada. In the 
summer of 1987, 490 university students made use of this program to start-up and operate a business 
during the summer months. FBDB provided loan guarantees of $1.3 million to these students 
and offered them training seminars or counselling to help their enterprises succeed. As a result of 
this program, over 1,000 jobs were created during the summer. 

Near the close of fiscal 1988, FBDB also agreed to administer a special $2 million 
loan assistance program for mollusc growers in Atlantic Canada and Quebec on behalf of the 
federal government. 


Financial Results 
Net income for FBDB’s Financial Services amounted to $6.4 million in fiscal 1988 compared to 
$6.7 million the previous year. The Loans Division showed net income of $2.9 million in fiscal 1988 
while the Venture Capital Division achieved a modest profit of $3.5 million. 

The Bank’s continued positive financial performance is related to exceptionally good 
conditions in the Canadian economy. The substantial growth of the Bank’s loans and venture 


capital portfolios in fiscal 1988 is also due to the vibrant economic environment. 


Non-Interest 

Expenses as a 
Percentage of Average 
Portfolio Assets 


Provision for Losses 
as a Percentage 

of Average 

Portfolio Assets 


A major challenge in managing the Bank is to ensure that annual increases in costs 


do not exceed growth in average portfolio assets. The non-interest or operating expenses of FBDB’s 
Financial Services were $59.1 million in fiscal 1988. Relative to the size of the portfolio, they 
were 2.8 percent, down from 3.0 percent in fiscal 1987 
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Non-interest expenses 
as a % of average portfolio assets 


The Bank must also ensure that its provision for losses is adequate. In fiscal 1988, 


provision for losses for all Financial Services was $34.8 million and this amount was in keeping with 


the growth in FBDB’s portfolio. Thus, provision for losses as a percentage of the Bank’s total loans 
and venture capital portfolio remained stable at 1.6 percent. 
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Financial Performance 
Indicators 


Management 
Services 


Elmer MacDonald 

Health Pasturized Milk Co. Ltd. 

Hunter River, P.E.I. 

“We asked the CASE counselling service to do a study for us 
on market potential in the Maritimes for new lines of 

yogurt and ice cream we wanted to get into. They did a good 
job. We were very happy with the results.” 


FBDB’s annual Corporate Plan includes a series of Financial Performance 
Indicators which are set out for the Bank as operating objectives. The extent to which the Loans 
and Venture Capital Divisions met these objectives is shown in the table below. 


Actual Actual 
Performance Plan _—_‘ Performance 
1988 1988 1987 
Loans Division 

Non-Interest Expenses as % of Average Portfolio Assets 2.7% 2.8% 2.9% 
Provision for Losses as % of Average Portfolio Assets 1.7% 1.6% 1.6% 

Venture Capital Division 
Leverage of Private Sector Funds 2.8:1 4.0:1 4.8:] 
Load Factor per Professional Staff ($ Millions) $4.4 $5.2 $3.9 
Net Income ($ Millions) $3.5 $2.5 $5.3 


FBDB’s Management Services are used by thousands of entrepreneurs each year who call upon 
the Bank’s extensive counselling, planning, training, and information services. In fiscal 1988, 
the Bank continued to support the growing number of Canadians seeking assistance in planning 
and preparing for new business activities. 


CASE 

FBDB’s Counselling Assistance to Small Enterprises or CASE program provided individual 
counselling to almost 9,000 entrepreneurs in fiscal 1988. This counselling is delivered by a roster of 
over 1,000 successful business persons, often retired individuals who have gained years of expertise 
in a range of fields. They spend an average of over 2 working days to counsel the entrepreneur 

on specific business problems or future plans. 


Planning Services 
Since their inception as a pilot project in fiscal 1984, FBDB’s three planning services, delivered under 
the Financial Planning Program, have been successful. 

These services are designed to meet small businesses’ specific needs in three vital 
areas. Strategic Planning helps firms set long-term goals and develop appropriate strategies to 
improve the competitiveness of their enterprises. Financial Matchmaking matches small businesses 
in need of relatively small amounts of equity financing to private investors seeking business 
investments. Finally, Financial Packaging assists firms to develop financial plans and obtain funding 


for their projects from other financial institutions. 


Financial Planning 
Program Activities 


Carter Berezay 
Sota Electronics Corp. 

Winnipeg, Man. 

“FBDB’s Financial Matchmaking Service was very useful 
to us. It matched us up with a group that had not only 


the capital we wanted but also a product line that we could 
manufacture in Canada.” 
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Norman Raynard 
Central Insurance Agency Ltd. 
Moncton, N.B. 


“I was a non-financial person who suddenly found himself 
faced with a financial task. The FBDB’s bookkeeping 
and cash flow seminars were invaluable to me.” 


The following table shows the volume of fiscal 1988 activities for each of these 
services, along with a comparison to fiscal 1987. 


1988 1987 
Dollar Dollar 
Value Value 

Activity No. ($000) No. ($000) 
Strategic Planning 
Projects Completed 74 N/A 42 N/A 
Financial Matchmaking 
Investors 451 210,300 304 166,000 
Investment Opportunities 381 = :129,900 407 148,500 
Matches Completed 38 8,700 38 5,900 
Packaging and Intermediation 
Packages Completed 170 —- 119,600 231 93,700 


Management Training Activities 
FBDB’s management training activities are designed to provide entrepreneurs with practical exposure 
to various aspects of running a small business. These activities include seminars, courses, 
workshops and video clinics, all of which are attended by thousands of individuals in communities 
across Canada. 

In fiscal 1988, FBDB’s full and half-day seminars were attended by 
30,000 participants. In addition, over 35,000 persons attended the Bank’s business management 
courses delivered through adult education programs in community colleges and CEGEPs. 
A series of special workshops to meet local community needs were also well attended in fiscal 1988 
and the Bank’s management clinics, offering a video and take-home workbook, continued 
to be popular. 


Information Services 

An integral aspect of FBDB’s Management Services is the capability to respond to the wide- 
ranging needs of entrepreneurs for reliable information. In fiscal 1988, FBDB responded to over 
178,000 enquiries for information and provided 396,000 referrals to programs and services 
offered by various private and public sector organizations. The Bank also organized 560 business 
information sessions which were attended by more than 25,000 persons. 

To meet this high level of demand, FBDB offers a range of information services 
throughout Canada. The Bank’s Small Business Information Service deals with all enquiries 
addressed to FBDB’s branch offices and can provide information on most business opportunities and 
services available to entrepreneurs. Complementary to this service are FBDB’s Business Information 
Centres which provide rapid responses to enquiries through a direct-line telephone service. 

FBDB's ability to respond to the information needs of entrepreneurs is largely 
assisted by the Automated Information for Management (AIM) system, a computerized system of 
business information. AIM is accessible on micro-computers throughout FBDB’s branch network. 


Peter and Teri Arychuk, co-owners with 
Trish and Glenn Warner 

Bathurst Air Services 

Yellowknife, N.W.T. 


“We're getting a lot out of the Community Business Initiative 
Program. We first set up the business three years ago and 
we had to /earn a Jot the hard way. This program has really 
opened our eyes as to how to go about things properly; 

how to deal with bankers, how to set up the books and 
financial statements. It’s just great!” 


FARMERS MARKET 


George and Joan Kerr 

Dawson Farmers Market Ltd. 

Dawson City, Y.T. 

“We had expanded from our former smaller store into our 
present premises and we were having cash flow 

problems. FBDB suggested that CASE counselling might help 
and it did. It made a 100% difference! We're very grateful 
to our counsellor. He showed us how to stop losing money.” 


FBDB Publications 

In order to meet the growing demand for business-related publications, FBDB offers a variety 

of books and kits specifically designed for entrepreneurs. In fiscal 1988, the Bank sold over 

22,000 “Do-It-Yourself-Kits”, detailed manuals on how to draw up business plans. In addition, 
almost 11,000 copies of FBDB’s “Minding Your Own Business” pocketbooks were sold to entrepreneurs 
across Canada. 

During the year, FBDB published a new edition of the ABC Book, a catalogue and 
description of all federal and provincial government programs for business. Available in eleven 
separate volumes including a national edition and one for each province, more than 5,500 copies 
of these books have already been sold. 

FBDB also produces Profit$, a quarterly newspaper distributed to all businesses 
in Canada. This publication addresses topics of interest to business owners/managers and keeps them 
informed of relevant business issues. 


Small Business Week 

Each year since 1980, FBDB has organized Small Business Week in cooperation with the Canadian 
Chamber of Commerce and local chambers of commerce and boards of trade. Small Business 
Week pays special tribute to Canada’s small business owners and managers. In October 1987, 
150,000 participants attended over 1,000 Small Business Week activities such as information fairs, 
workshops and conferences held in communities across Canada. 


Community Business Initiatives 
Among FBDB’s newest innovations, Community Business Initiatives were introduced as a pilot project 
last year and have met with substantial success. These initiatives are now offered in 18 communities 
across Canada and will shortly be available in 33 more. 

Community Business Initiatives represent a unique combination of training 
and individual counselling provided to a group of about 30 local small businesses over a one year 
period. The project is led by a local business person recruited by an advisory group from the 
community. The networking and group interaction among participating entrepreneurs represent 
an integral aspect of these Community Business Initiatives, or “incubators without walls” 
as they are sometimes called. 


Other Management Services Activities 
FBDB is committed to facilitating business ownership among a broad spectrum of the Canadian 
population including women, native groups and members of Canada’s ethnocultural communities. 
In this regard, the Bank has developed a series of activities to serve the needs of these groups. 
For example, in fiscal 1988, over 1,000 women attended FBDB’s Women in Management seminar. 
In addition, FBDB’s training programs are actively promoted among native groups with positive 
results. In fiscal 1988, FBDB also increased its activities to foster entrepreneurship in ethnocultural 
communities. Special conferences, workshops and advisory committees were introduced across 
the country. 

FBDB has also experimented with a new training program in Atlantic Canada 
designed for persons who are at the very preliminary stage of starting a business. 


Conceived as an “awareness” seminar, it has so far met with positive results. 


Management 
Services 

Cost Recovery 
Rate 


Financial Performance 
Indicators 


Financial Results 
The net operating expenditures of FBDB’s Management Services remained at $26.8 million in fiscal 
1988, almost identical to last year’s level. While operating expenses increased 3 percent over last 
year, revenues showed a growth of 16 percent in fiscal 1988. 

The Division’s net expenditures are financed directly by government appropriation. 
To the extent possible, FBDB makes every effort to recover part of the costs of operating its 
Management Services. In fiscal 1988, the total cost recovery rate of Management Services’ revenues, 
as a percentage of operating expenses, increased to a level of 22.8 percent, up from 20.3 percent 


last year. 

Percent 
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84 85 80 87 88 
13.6% 15.2% 18.2% 20.3% 22.8% 


Cost Recovery Rate 


As with its Financial Services, FBDB is obliged to meet specific financial performance indicators for 
its Management Services as set out in the Bank’s annual Corporate Plan. These indicators include 
cost recovery rates for both traditional Management Services as well as the Financial Planning 
Program and are presented in the following table. 


Actual Actual 
Performance Plan _ Performance 
1988 1988 1987 
Management Services 
Traditional Services 
Cost Recovery Rate 22.9% 18.9% 20.1% 


Financial Planning Program 
Cost Recovery Rate 38.4% 39.0% 35.2% 
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STATISTICS 


for the year ended March 31 


Loans and Guarantees Authorized 1988 
Amount 

No. ($000) No. 
Classification by new or existing borrowers: 
To new borrowers 3,912 $ 638,923 3,940 
To existing borrowers 1,637 223,039 1,745 
Total 5,549 $ 861,962 5,685 
Classification by size: 
$ 25,000 or less 1,154 $ 12,621 1,109 
Over $ 25,000 to $ 50,000 883 35,107 996 
Over $ 50,000 to $ 100,000 1,269 99,952 1,226 
Over $ 100,000 to $ 500,000 2,019 470,788 2,088 
Total up to $ 500,000 5,325 618,468 5,419 
Over $ 500,000 224 243,494 266 
Total 5,549 $ 861,962 5,685 
Classification by type of business: 
Manufacturing 972 $ 206,548 1,024 
Wholesale and retail trade 1,212 156,511 1,291 
Tourist industry 1,082 194,551 1,205 
Agriculture iW 12,215 63 
Construction 359 47,825 236 
Commercial properties 644 141,847 706 
Transportation and storage 192 32,771 217 
Other 1,016 69,694 943 
Total 5,549 $ 861,962 5,685 


1987 


Amount 
($000) 


$ 685,284 
242,630 


$ 927,914 


$ 13,651 
39,567 
96,672 

485,214 


635,104 
292,810 


$ 927,914 


$ 216,737 
164,954 
239,816 

10,631 
silo» 
148,617 
41,689 
73,135 


$ 927,914 


Loans and Guarantees Authorized 


Classification by region: 
Atlantic 

Quebec 

Ontario 

Prairie & Northern 

British Columbia & Yukon 


Total 


Classification by province: 
Newfoundland 
Prince Edward Island 
Nova Scotia 

New Brunswick 
Quebec 

Ontario 

Manitoba 
Saskatchewan 
Alberta 

British Columbia 
Yukon 

Northwest Territories 


Total 


Provincial distribution of accounts _ 
as at March 31, 1988 


Newfoundland 
Prince Edward Island 
Nova Scotia 

New Brunswick 
Quebec 

Ontario 

Manitoba 
Saskatchewan 
Alberta 

British Columbia 
Yukon 

Northwest Territories 


Total 


1988 1987 

Amount Amount 

No. ($000) No. ($000) 
707 $ 70,288 615 $ 58,219 
1,458 304,312 1,300 295,030 
1,259 229,233 1,439 256,816 
909 86,634 890 114,921 
1,216 171,495 1,441 202,928 
5,549 $ 861,962 5,685 $ 927,914 
248 $ 19,547 206 $ 19,114 
23 2,219 18 2,395 
247 28,066 229 22,687 
189 20,456 162 14,023 
1,458 304,312 1,300 295,030 
1,259 229,233 1,439 256,816 
204 17,451 iil 19,242 
192 20,866 219 27,909 
477 41,918 468 59,997 
1,187 165,906 1,392 194,149 
29 5,589 49 8,779 
36 6,399 32 Dito 
5,549 $ 861,962 5,685 $ 927,914 
Number of Loans and Guarantees 

Customers Outstanding ($000) 

750 $ 47,208 

98 5,476 

698 57,348 

629 40,750 

3,301 708,846 

4,172 553,865 

387 48,040 

545 68,011 

1,032 128,196 

3,958 495,886 

114 26,607 

85 14,894 

15,769 $ 2,195,127 


Operational Statistics ($ in thousands) 


Loans and guarantees authorized: 
number 
amount 


Investments authorized: 
number 
amount 


Number of loan and guarantee customers 


at March 31 


Number of investment customers 
at March 31 


Amount outstanding or committed to 
loan and guarantee customers 
at March 31 


Amount outstanding or committed to 
investment customers at March 31 


CASE (Counselling Assistance to 
Small Enterprises) : 
assignments completed 
counselling days 


Management training seminars: 
number 
participants 


Small business information service: 
referrals to assistance programs 


Financial Statistics 


Net interest and investment income as a % 


of average portfolio assets 


Provision for losses as a % 
of average portfolio assets 


Non-interest expenses as a % 
of average portfolio assets 


Management Services cost recovery rate 


FIVE-YEAR OPERATIONAL AND 


FINANCIAL SUMMARY 
1988 1987 1986 1985 1984 
5,549 5,685 4.203 2,882 2,160 
$ 861,962 $ 927,914 $ 719,594  $ 530,247 $ 329,572 
32 19 22 2 16 
¢ 00514 8. 20032" So 10595 6 eee 
15,769 16,350 17,445 20,234 24,677 
65 46 54 58 64 
$ 2,360,813 $2,137,508 $1,842,769 $1,717,660 $1,724,657 
$ 61,804 $ 47,132 $ 41346 $ 35,780 $ 42,558 
8,894 9500 10,210 12,132 13,497 
18,494 18,224 18,602 16,130 16,177 
1,926 2,114 2,119 1,753 1,452 
30,490 33,658 36,205 31,926 27,612 
180,934 138,084 99 014 90,452 71,898 
1 le es 49% 49% 45% 44% 
1.6% 1.6% 1.5% ns 42% 
2.8% 3.0% 31% 34% 38% 
22.8 % 20.3 % 18.2 % 15.2 % 13.6 % 


Financial Information (¢ in thousands) 


Statement of Operations - 

Financial Services 

Net interest and investment income 

Provision for losses on loans, guarantees 
and venture capital investments 

Non-interest expenses 

Income (loss) before extraordinary item 

Extraordinary item 

Net income (loss) for the year 


Statement of Operations - 

Management Services 

Total expenditures 

Revenue from CASE counselling, 
training seminar registration and 
other activities 

Amount recovered from the 
Department of Regional 
Industrial Expansion 


Balance Sheet 

Loans 

Venture capital investments 
Total assets 

Capital paid in by Canada 
Total liabilities 

Average portfolio assets 


1988 1987 1986 1985 1984 

$ 100,260 $ 90,716 $ 79491 $ 72,972 $ 77,289 
34,779 29,671 24,041 17,052 73,557 
59,054 54,317 50,621 54,988 68,010 
6,427 6,728 4 829 932 (64,278) 

- - -~ (5,627) = 

6,427 6.728 4 829 (4.695) (64,278) 

$ 34,688 $ 33691 $ 31,681 $ 28413 $ 24624 
7,923 6,840 5,752 4.305 3349 
26,765 26,851 25,929 24,108 DR 
$2,194,017 $1,921,884 $1,646,695 $1,560,019 $1,626,727 
53,462 43,133 35,108 34 640 34 567 
2,294,108 1,920,224 1,594,987 1,566,085 1,615,873 
512,600 484 600 456,600 456,600 449 600 
2,018,061 1,678,604 1,388,095 1,364,022 1,416,115 
2,128,234 1,832,853 1,624,658 1,621,274 1,769,905 


Atlantic Regional 
Office 


Cogswell Tower 
Suite 1400 

Scotia Square 

P.O. Box 1656 
Halifax, Nova Scotia 
B3J 227 


Vice-President and 
Regional General 

Aanager: 
J.J. Ryan 


District General 
anagers 

Nova Scotia 

L.P. Elliott 
Newfoundland 

M.F. Clooney 

New Brunswick and 
Prince Edward Island 
T.A. Gallant 


Branch and CASE 
Offices 


Newfoundland 

Corner Brook 
CASE Office 

Grand Falls 

St. John’s 
CASE Office 


Nova Scotia 
Bridgewater 
Halifax 

CASE Office 
Sydney 

CASE Office 
Truro 


New Brunswick 
Bathurst 
Edmundston 
Fredericton 
Moncton 

CASE Office 
Saint John 

CASE Office 


Prince Edward Island 
Charlottetown 
CASE Office 


REGIONAL HIGHLIGHTS 


Atlantic 
Region 


Loans and Guarantees Authorized 


for the year ended March 31 1988 1987 
Amount Amount 

No. % ($000) % No. % ($000) % 
Manufacturing 86 12 $11,777 17 8/7 14 = $ 11,703 20 
Wholesale and retail trade 230 33 21,259 30 198 32 13,893 24 
Tourist industry 130 18 15,520 22 113 18 epee) 23 
Agriculture 6 1 539 1 4 I 285 
Construction 55 8 5,479 8 26 4 2,161 4 
Commercial properties 45 6 5,924 8 69 1] 7,897 13 
Transportation and storage 28 4 2,039 3 33 6 3,422 6 
Other 127 18 Teles | 11 85 14 5,285 Y) 
Total 707 100 = $ 70,288 100 615 100 $ 58,219 100 
Management Services 
for the year ended March 31 1988 1987 
CASE counselling: 
assignments completed 1,381 ie 
counselling days 2,478 2,624 
Management training seminars: 
number 196 254 
participants 2,839 oy 
Small business information service: 
referrals to assistance programs 15,934 13,508 


Don Ferguson 

Atlantic Hardchrome Ltd. 

Dartmouth, N.S. 

“The FBDB’s planning service helped us reorganize 
our corporate structure, tighten our quality control, 


and target specific new markets. We couldn't have done it 
without them.” 


John Hicky 

Hicky & Son’s Fisheries Ltd. 

St. Mary’s Bay, Nfld. 

“Everything we do is tied in with the fishery. The FBDB 
loaned me the money to purchase a fish pump, 


a fishing boat, trucks and a fish plant. The service was 
quick and efficient.” 


Quebec 
Region 


Loans and Guarantees Authorized 


for the year ended March 31 1988 1987 
Amount Amount 
Quebec Regional No. % ($000) % No. % ; ($000) % 
Office Manufacturing 386 26 $101,494 33 350 27 = $ «(95,361 32 
Place Victoria Wholesale and retail trade 301 21 57,212 19 279 al 54822 19 
Po oe we Tourist industry 155 11 41,326 14 161 12 47,685 16 
Montreal, Quebec Agriculture y) a 90 : 5 3 647 
H4Z 18 Construction 98 7 20,106 7 51 4 11,660 4 
Vice-President and Commercial properties 186 13 48,576 - 16 184 14 44,993 15 
cone Boreal Transportation and storage 35 2 10,479 3 38 3 14,140 5 
J. Lagacé Other 295 20 25,029 8 232 18 DOOD, 8 
District General Total 1,458 100 $304,312 100 1,300 100 $295,030 100 
Managers 
Montreal 
L. Provencher ‘ 
57s Management Services . 
J.C. Martin for the year ended March 31 1988 1987 
eal CASE counselling: 
East assignments completed 1,571. 1,834 
a eeavant counselling days 3,981 4,535 
Branch and Management training seminars: 
CASE Offices number 404 430 
Ehicatiii participants 8,002 8,603 
sega Small business information service: 
Drummondville : ; 
ig referrals to assistance programs 38,849 21,228 
u 
Laval 
CASE Office 
Longueuil 
CASE Office 
Montreal 
(de Maisonneuve) 
CASE Office 
Montreal 
(Place Victoria) 
CASE Office 
Québec 
CASE Office 
Rimouski 
CASE Office 
Rouyn-Noranda 
St-Jér6me 
St-Laurent 
CASE Office 
Sept-lles 


Sherbrooke 


CASE Office André Normand on 
Tinie ivionse Prévost Car Inc. \ coer , 
ad a Ste-Claire, Quebec wer r\\\ Auro-BUS # 


“In 1980, Prévost Car Inc., launched the development of 

an articulated bus. After many demonstration runs with 
the prototype, operators tell us that itis the most 
technologically advanced and most comfortable bus for 
passengers in the world. It was venture capital from the 
FBDB that allowed us to put it into production.” 


Ontario 
Regional Office 


Vice-President and 


al General 


Branch and 
CASE Offices 


nin 
NTO 

CASE Office 

oronto-North 


CASE Office 


Ontario 
Region 


Loans and Guarantees Authorized 


for the year ended March 31 1988 1987 
Amount Amount 

No. % ($000) % No. % ($000) % 
Manufacturing 212 17 $ 42,095 18 263 18 $ 53,390 21 
Wholesale and retail trade 300 24 40,707 18 331 23 38,560 15 
Tourist industry 352 28 66,857 29 418 29 91,029 35 
Agriculture 24 2 3,697 2 25 2 2,670 l 
Construction 70 6 9,513 4 56 4 9 602 4 
Commercial properties 182 14 45,196 20 184 13 37,199 15 
Transportation and storage 39 3 7,885 3 4) 3 5,708 2 
Other 80 6 13,283 6 120 8 18,658 7 
Total 1,259 100 $229,233 100 1,439 100 $ 256,816 100 
Management Services 
for the year ended March 31 1988 1987 
CASE counselling: 
assignments completed 1,924 2.20% 
counselling days 5,051 4.224 
Management training seminars: 
number 520 518 
participants 6,880 7,234 
Small business information service: 
referrals to assistance programs 77,782 54,815 


Patrick Chadwick 
Ceilufoam Concrete Systems 
Scarborough, Ont. 


“In 1985 our export sales initiatives resulted in 60% 

of our sales coming from outside Canada. Our three-year 
forecast indicated export sales would reach 80% 

of total sales. 

The domestic banks indicated that they could not accept 
foreign accounts receivable as collateral for an operating 
line of credit. Without FBDB export financing assistance 


! would have had to move our company to the United States.” 


Ss 
2 


Prairie & Northern 


Regional Office 


155 Carlton Street 
Suite 1200 
Winnipeg, Manitoba 
R3C 3H8 


Vice-President and 
Regional General 
Manager 

E.A. Duddle 


District General 
Managers 
Manitoba and 
Northwest Territories 
K.E.S. Mercer 
Saskatchewan 
R.C. Allison 
Northern Alberta 
B. Hryniowski 
Southern Alberta 
E.K. Harding 


Branch and 
CASE Offices 


Manitoba 
Brandon 
CASE Office 
Winnipeg 
CASE Office 


Saskatchewan 
Prince Albert 
Regina 
CASE Office 
Saskatoon 
CASE Office 


Alberta 
Calgary 

CASE Office 
Edmonton 

CASE Office 
Grande Prairie 
Lethbridge 
Red Deer 


Northwest Territories 
Yellowknife 


Prairie 


and Northern 


Region 


Loans and Guarantees Authorized 


for the year ended March 31 1988 1987 
Amount Amount 

No. % ($000) % No. % ($000) % 
Manufacturing 87 10 =$ 13,790 16 92 10 $ 18,737 16 
Wholesale and retail trade 157 17 14,773 17 189 21 22,799 20 
Tourist industry 151 17 25,718 30 139 16 29,465 26 
Agriculture 18 2 2,969 3 13 l 1,672 l 
Construction 47 5 4,380 5 38 4 4131 4 
Commercial properties 54 6 12,538 14 ES 9 19,279 i 
Transportation and storage 31 3 3,890 5 35 4 9,450 8 
Other 364 40 8,576 10 309 35 9 488 8 
Total 909 100 $86,634 100 890 100 $114,921 100 
Management Services 
for the year ended March 31 1988 1987 
CASE counselling: 
assignments completed 1,477 1,566 
counselling days 2,789 2,567 
Management training seminars: 
number 313 360 
participants 5,195 5,682 
Small business information service: 
referrals to assistance programs 24,313 26,811 


Richard Link 
Killam Tire and Rubber Ltd. 
Killam, Alta. 


“We've used the FBDB’s information service to keep us 
up-to-date on different industry ratios so that we can see 
how we're doing compared to the competition. 

The service was fast and to-the-point.” 


KLAN 

UIGVWENTS * HU 
‘ON THE FARM 

_ 38-3791, KIL 


KS a BRAK 
REPAIRS. 
LAM, ALTA. 


British Columbia 
& Yukon Regional 
Office 


700-601 

West Hastings Street 
Vancouver, 

British Columbia 
V6B 5G9 


Vice-President and 
Regional General 
Manager 

D.A. Kerley 


District General 
Managers 
Coastal 

D.M. Carter 
Southern 

J. Penman 
Northern 

F.A. Reiter 


Branch and 
CASE Offices 


Campbell River 
Cranbrook 

CASE Office 
Fort St-John 
Kamloops 

CASE Office 
Kelowna 

CASE Office 
Langley 

CASE Office 
Nanaimo 

CASE Office 
New Westminster 

CASE Office 
North Vancouver 
Prince George 

CASE Office 
Terrace 
Vancouver 

CASE Office 
Vernon 
Victoria 

CASE Office 
Williams Lake 


Yukon 
Whitehorse 


British 
Columbia and 
Yukon 
Region 


Loans and Guarantees Authorized 


Amount 
($000) 


for the year ended March 31 1988 
Amount 

No. ($000) % 
Manufacturing 201 $ 37,392 22 
Wholesale and retail trade 224 22,560 13 
Tourist industry 294 45,130 26 
Agriculture 22 4,920 3 
Construction 89 8,347 5 
Commercial properties 177 29,613 17 
Transportation and storage 59 8,478 5 
Other 150 15,055 9 
Total 1,216 $ 171,495 100 
Management Services 
for the year ended March 31 
CASE counselling: 


assignments completed 
counselling days 


Management training seminars: 
number 
participants 


Small business information service: 
referrals to assistance programs 


Helder Ponte 
Kootenay Indian Area Council 
Cranbrook, B.C. 


“The FBDB organized a series of seven workshops on 
important topics in business management. These skills 
are badly needed by the people doing business on the five 
Indian bands we serve. The workshops had a practical 
approach and were very useful.” 


$ 37,546 
34,880 
58,064 

2,357 
4,181 
39,249 
8,969 
17,682 


$ 202,928 


Management's 
Responsibility for 
Financial 
Statements 


FEDERAL BUSINESS DEVELOPMENT BANK 


FINANCIAL STATEMENTS 
March 31, 1988 


The accompanying financial statements were prepared by the management 
of the Federal Business Development Bank in accordance with accounting 
principles generally accepted in Canada, which were consistently applied 
except for a change in accounting for pension costs and obligations. 

The financial data contained in other sections of this annual report 

is consistent with the content of the financial statements. 

In discharging its responsibility for the integrity and 
fairness of the financial statements and for the accounting systems from 
which they are derived, management maintains a system of internal 
controls designed to provide reasonable assurance that transactions are 
authorized, assets are safeguarded and proper records are maintained. 

The system of internal controls is augmented by audit and inspection staff 
who conduct periodic reviews of different aspects of the Bank’s operations. 
In addition, the Vice-President, Internal Audit and the Independent Auditor 
have full and free access to the Audit Committee of the Bank’s Board of 
Directors which oversees management's responsibilities for maintaining 
adequate control systems and the quality of financial reporting. 

These financial statements have been examined 
and reported upon by the Bank’s independent auditor, 


Mr. Raymond J. Morcel, E.C.A., of Price Waterhouse, Chartered Accountants. 


Guy A. Lavigueur 
President 


Auditor’s Report 


The Honourable Minister of Regional Industria] Expansion and 
Minister of State for Science and Technology 
Ottawa, Ontario 


The Honourable Minister of State (Small Businesses and Tourism) and 
Minister of State (Indian Affairs and Northern Development) 
Ottawa, Ontario 


| have examined the balance sheet of the Federal Business Development Bank as at March 31, 1988, 
and the statements of operations, deficit and changes in financial position for the year then ended. 
My examination was made in accordance with generally accepted auditing standards and 
accordingly included such tests and other procedures as I considered necessary in the circumstances. 
In my opinion, these financial statements present fairly the financial position of the 
Federal Business Development Bank as at March 31, 1988, and the results of its operations and the 
changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles applied, except for the change in accounting for pension costs and obligations, | 
with which I concur and as described in Note 10, on a basis consistent with that of the preceding year. 
Further, | have examined the transactions that came to my notice in the course of 
the above mentioned examination of the financial statements of the Federal Business Development om 
Bank for the year ended March 31, 1988, to determine whether they were in accordance with Part XII 
of the Financial Administration Act, the regulations, the FBDB Act and the by-laws of the Bank. 
My examination of these transactions was made in accordance with generally accepted auditing x 
standards, and accordingly included such tests and other procedures as I considered necessary in the a 
circumstances. In my opinion, these transactions were, in all significant respects, in compliance with — 
the authorities specified. 


Raymond J. Morcel, F.C.A. : 
of Price Waterhouse ime 


Montreal, June 8, 1988 


Statements 

of Operations 
for the year ended 
March 31 


(in thousands) 


Financial Services 1988 
Interest and Investment Income 
Loans $ 260,214 
Venture capital investments 6,634 
266,848 
Interest Expense 
Long-term notes 121,945 
Short-term notes 44,643 
166,588 
Net interest and investment income 100,260 
Provision for losses on loans, guarantees and venture capital investments 34,779 
Net interest and investment income after provision for losses 65,481 
Non-Interest Expenses 
Salaries and staff benefits 36,852 
Premises and equipment, including depreciation 8,763 
Other expenses 13,439 - 
59,054 
Net income (Note 12) $ 6,427 
Net income attributable to: 
Loans Division $ 2,882 
Venture Capital Division $ 3,545 
Management Services 1988 
Salaries and staff benefits $ 19,581 
Premises and equipment 4,112 
Other expenses 10,995 
Total expenditures 34,688 
Less: Revenue from CASE counselling, 
training seminar registration and other activities 7,923 
Amount recovered from the Department of Regional 
Industrial Expansion Vote 50 (Vote 50 in 1987) $ 26,765 
Net expenditures were incurred as follows: 
Management Counselling $ 9,513 
Management Training 4,795 
Information Services 12,457 
$ 26,765 


FEDERAL BUSINESS DEVELOPMENT BANK 


Balance Sheet 


as at March 31 
(in thousands) 


Assets 


Cash 
Treasury bills 


Loans 
Venture capital investments (Note 3) 
Interest due and accrued 


Less: Accumulated provision for losses (Note 4) 


Long-term investment (Note 5) 

Fixed assets, less accumulated depreciation 
Unamortized debt issue expenses 

Other assets 


Approved by the Board: 


H. Bloomfield, Director 
Guy A. Lavigueur, Director 


FEDERAL BUSINESS DEVELOPMENT BANK = 


1988 


$2423 


91,072 


93,495 
2,194,017 
53,462 
10,198 


2,257,677 
137,870. 


2,119,807 
56,000 
1,670 
9,861 
13,275 


$ 2,294,108 


Liabilities 


~ Cheques outstanding 

Short-term notes 

Accrued interest on short and long-term notes 
Other liabilities 


Amount on deposit from Canada (Note 5) 
Notes held by Canada 
Notes payable, other than to Canada (Note 6) 


Capital 
Capital paid in by Canada (Note 7) 
Deficit 


1988 


$+ 55903 
516,405 
55,028 
18,194 


595,530 
23,000 


1,399,531 
2,018,061 


512,600 
(236,553) 


276,047 
$ 2,294,108 


1987 


ie aT 
430,226 

48 (31 
9,874 


494.886 
51,000 
1,132,718 
1,678,604 
484,600 
(242,980) 
241,620 

$ 1,920,224 


Statement of Deficit 
for the year ended 


March 31 
(in thousands) 


Statement 


of Changes in 
Financial Position 
for the year ended 


March 31 


(in thousands) 


Deficit, beginning of year 
Net income 


Deficit, end of year 


Operations 

Net Income 

Items not requiring an outlay of cash: 
Provision for losses 
Depreciation 
Amortization of debt issue expenses 
Net changes in accrued interest 

Other 


Disbursements to borrowers and investees 
Purchase of long-term investment 
Repayments by borrowers and investees 


Cash used in operations 


Treasury 
Issue of long-term notes 
Repayment of long-term notes 
Net increase in short-term notes 
Capital paid in by Canada 
Deposit from Canada 
Debt issue expenses 


Increase in cash and Treasury bills, net of cheques outstanding 


FEDERAL BUSINESS DEVELOPMENT BANK 


Cash and Treasury bills, net of cheques outstanding: 


Beginning of year 
End of year 


1988 
$ (242,980) 
6,427 


$ (236,553) 


1988 


$ 6,427 


34,779 
1,012 
3,191 

11,422 
5,588 

62,419 

(716,648) 
(28,000) 
408,308 


(273,921) 


539,413 
(323,600) 
86,179 
28,000 
23,000 
(2,660) 
350,332 
76,411 


11,181 
$ 87,592 


1987 
$ (249,708) 
6,728 
$ (242,980) 


1987 
$6728 


29,671 
860 
2,603 
13,464 
3,762 — 
57,088 
(701,667) 
(28,000) 
369,492 


(303,087). 


460,000 
(238,653) _ 
64,867 
28,000. 
(4,494) 
309,720 — 
6,633 


4548 
$ 11,181 


FEDERAL BUSINESS DEVELOPMENT BANK 


NOTES TO FINANCIAL STATEMENTS 
March 31, 1988 


1. Objectives and operations of the Corporation 


Federal Business Development Bank is a Crown corporation wholly-owned by the Government of Canada, which was 
established December 20, 1974, by the Federal Business Development Bank Act, as the successor to the Industrial Development 
Bank which commenced operations in 1944. 


The objectives of the Bank, as stated in the Act, are to promote and assist in the establishment of business enterprises 
in Canada by providing financial assistance, management counselling, management training, information and advice; 
giving particular consideration to the needs of small business enterprises. 


The Bank’s lending and venture capital operations are carried out by Financial Services. Management Services includes 
counselling, training and information services. A statement of operations is shown for Management Services since it is funded 
separately by Parliamentary appropriation. 


Federal Business Development Bank is for all purposes of its Act an agent of the Government of Canada, and as such all 
liabilities of the Corporation are direct obligations of the Government of Canada. 


The Bank is exempt from income taxes. 


2. Significant accounting policies 
Loans and venture capital investments: 
Loans and venture capital investments are recorded at principal amounts. 


Provision for losses on loans, guarantees and venture capital investments: 
Provisions are established for specifically identified probable losses on loans, guarantees and venture capital investments, 
as well as for anticipated but unidentified losses. The specific provision is established on an account by account basis 
whereas the general provision is based on historical experience and is intended to cover losses on loans, guarantees 
and venture capital investments which have not yet been specifically identified. 


Revenue recognition: 
Interest on loans is recorded as income on an accrual basis except that interest is not accrued on loans where management 
believes that the interest will not be recovered. Dividends, interest and capital gains on venture capital investments are 
recorded as income when received. 


Fixed assets and depreciation: 
Fixed assets are recorded at cost. 
Depreciation is charged against income using the straight-line or diminishing balance methods in amounts sufficient to 
amortize the cost of fixed assets over their estimated useful lives. 
With respect to the Management Services function of the Bank, all capital expenditures are recovered from the Department 
of Regional Industrial Expansion and hence are not capitalized. 


Debt issue expenses: 
Discounts, premiums and expenses related to the issue of the long term debt are amortized on a straight-line basis over the 
term of the obligations to which they pertain and charged to interest expense. 


Translation of foreign currencies: 
Notes payable in foreign currencies are hedged by forward exchange contracts and are translated into Canadian dollars 
at the rates provided therein. The difference between the ultimate amount payable at the contracted rate and the cash 
proceeds of the issue is considered to be a financing cost and is therefore amortized by a charge to interest expense over 
the life of the obligation on a straight-line basis. The unamortized portion of these costs is included with unamortized debt 
issue expenses in the balance sheet. The related interest payable on these note issues is also hedged by forward exchange 
contracts and is translated into Canadian dollars at such contract rates. 


3. Venture capital investments eens 
(in thousands) 


1988 De 
Shares j $ 35,715 ‘ae 
Shareholder advances 1,508 te 

Participating debentures 14,764 
Convertible debentures 1,475 Reso. 

$ 53,462 SOB 
4. Accumulated provision for losses Sy 
(in thousands) 
1988 
Accumulated provision, beginning of year | $ 125,565 $ 141; 
Amounts written off during the year (25,878) (48, 
Recovery of amounts previously written off 3,404 
103,091 
Additional provision required for the year . 34,779 
Accumulated provision, end of year | $ 137,870 $1 


5. Long-term investment 


Pursuant to a directive dated October 16, 1986, given by the Government of Canada to the Federal Business Delonas Ba 
under section 99 of the Financial Administration Act, the Bank was directed to purchase from Cominco Ltd. 790,000 series 

“E” preferred shares for an amount of $79 million in three tranches. The first and second tranches totalling 560,000 pre 
shares for $56 million were made in fiscals 1987 and 1988 and were funded by capital paid into the Bank by the Governme 
of Canada. The final tranche of $23 million, funded by a deposit from the Government of Canada in fiscal 1988, 
was made on April 5, 1988. 


Cominco Lid. is a Canadian mining producer of zinc and lead. This investment forms part of a $260 million programm 
of modernization relating to lead smelting operations in Trail, B.C. A twenty-year agreement between the Government 
of Canada and Cominco Ltd. provides for a sharing in the risks of the project. The redemption of the Bank’s investment ~ 
and payment of dividends thereon are tied to the success of the project as determined by a profitability index which is relate 
to the performance of lead and silver prices over the life of the agreement. : 


This investment is carried at cost and any dividends will be recorded when received. 


6. Notes payable, other than to Canada 
Maturities by fiscal year were as follows: 


(in thousands) 
Rate % 1989 1990 1991 1992 1993 1994-97 Total 
7 $ S$ 50-000 <> $ - $ -— = $ - $ 50,000 
BYi-9% 110,000 245,013 103,968 205,000 149,975 125,000 938,956 
10Y%-11 53,000 69,875 78,000 53,000 3,000 6,000 262,875 
12.7 te 42,000 “i Z < 42,000 


14 105,700 = = = - z 105,700 
$268,700 $364,888 $223,968 ~~ $258,000 = $152,975 $ 131,000 $1,399,531 


The above includes notes payable of United States $100 million, Yen 19.2 billion, Australian $50 million and New Zealand 
$50 million. 


7. Capital paid in by Canada 


(in thousands) 
1988 1987 
Capital, beginning of year = $ 484,600 $ 456,600 
Cash paid in 28,000 28,000 
Capital, end of year $ 512,600 $ 484,600 


8. Contingent liabilities and commitments 

The Bank is contingently liable as guarantor of loans aggregating $1.1 million. 

The undisbursed amount as at March 31, 1988, on loans and venture capital investments authorized aggregated $174 million 
(1987 — $212.1 million). 

9. Lease commitments : 

Future minimum lease commitments under operating leases related to the rental of Bank premises are as follows: 


(in thousands) 


1989 $ 5,645 

1990 5,054 

199] 4 44] 

1992 4 134 

1993 3,559 
Thereafter 12,978 
$ 35,811 


10. Pension plan 


The Bank maintains a defined benefit pension plan for eligible employees. In fiscal 1988, the Bank adopted prospectively 
the Canadian Institute of Chartered Accountants’ new recommendations on accounting for pension costs and obligations. 
The effect of this change was to increase expenses by $679,000. 


Based on the latest actuarial report prepared as of December 31, 1987, the present value of the accrued pension benefits 
amounted to $145.5 million and the market related value of the net assets was $154.7 million. 


11. Statutory limitations on operations 


The Minister of Finance may, with the approval of the Governor in Council, authorize capital payments to the Bank not in 
excess of an aggregate amount determined by the application of Section 28 of the Federal Business Development Bank Act. 
Under current ministerial interpretation of the provisions of this Section, the Bank is presently authorized to receive capital 
payments to the extent that total capital paid in by Canada does not exceed $554 million. The total of direct and contingent 
liabilities of the Bank is limited to a maximum of 12 times the amounts of its capital and deficit (or up to 15 times with the 
approval of the Governor in Council) and may not exceed $3.2 billion. 


12. Financial Services 


The statement of operations for Financial Services is comprised of the results of the Loans Division and the Venture Capital 
Division which are segregated below. Within the capital of the Bank as at March 31, 1987, and 1988, was an amount of $35.6 
million provided by the Government of Canada to fund the venture capital investment portfolio. 


(in thousands) 
1988 1987 
Venture Venture 
Loans capital Total Loans capital Total 
interest and 
investment income $ 260,214 $6,634 $266,848 $230,806 $8,072 $238,878 
Interest expense 166,588 - 166,588 148,162 - 148,162 
Net interest and 
investment income 93,626 6,634 100,260 82,644 8,072 90,716 
Provision for losses 34,306 473 34,779 29,608 63 29,671 
Net interest and 
investment income 
after provision 
for losses 59,320 6,161 65,481 53,036 8,009 61,045 
Non-interest expenses 56,438 2,616 59,054 51,657 2,660 54,317 
Net income $ 2,882 $3,545 $ 6427 $ 1,379 $5,349  $ 6,728 
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Head Office 

800 Victoria Square 
Montreal, Quebec 
(514) 283-5904 


Mailing address: 

P.O. Box 335 

Stock Exchange Station 
Montreal, Quebec 
H4Z 1L4 


June 20, 1989 


The Honourable Harvie Andre, P-C., M.P. 
Minister of Regional Industrial Expansion and 
Minister of State for Science and Technology 


Ottawa, Ontario 


The Honourable Tom Hockin, P-C., M.P. 
Minister of State, 
Small Businesses and Tourism 


Ottawa, Ontario 


The Honourable Robert R. de Cotret, P.C., M.P. 
President of the Treasury Board 


Ottawa, Ontario 


In accordance with the provisions of the 
Financial Administration Act, I enclose the 
Annual Report of the Federal Business 
Development Bank for the year ended 

March 31, 1989. This document includes a 
message from the Chairman of the Board, my 
report, a review of activities, as well as the 
financial statements of the Corporation and the 
auditor’s report. 


Yours truly, 


vA ve Le 
Guy A. Lavigueur 


President 
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HIGHLIGHTS 


for the year ended March 31 


1989 1988 

Loans and guarantees authorized: 

number 5,130 5,549 

amount $ 926,727,000 $ 861,962,000 
Investments authorized: 

number 14 oy 

amount $ 4,712,000 $ 22,514,000 
Number of loan and guarantee customers 

at March 31 153327, 15,769 
Number of investment customers 

at March 31 56 65 
Amount outstanding or committed to loan 

and guarantee customers at March 31 $2,641,388,000 $2,360,813,000 
Amount outstanding or committed to 

investment customers at March 31 $ 58,832,000 $ 61,804,000 
CASE 
(Counselling Assistance to Small Enterprises): 

assignments completed 8,937 8,894 

counselling days 17,022 18,494 
Management training seminars: - 

number 1,242 1,926 

participants 19,519 30,490 
Small business information service: 

referrals to assistance programs 328,251 180,934 


In fiscal year 1989, the Canadian economy 
experienced its sixth consecutive year of 
growth. Not only has this expansion been 
unprecedented in terms of its length, but eco- 
nomic growth in Canada has been among 

the highest in industrialized countries. These 
extraordinary economic circumstances have 
bolstered business confidence and in turn, 


productive investments in our economy. 


Entrepreneurs in Canada have acted to take 
advantage of opportunities presented by the 
strong economic conditions during the last year 
and, in so doing, some 200,000 availed them- 
selves of FBDB’s financial and management 
services. In particular, demand for FBDB loans 
and guarantees remained strong and the Bank’s 
Loans Division, along with its Venture Capital 
Division, were again able to cover all of their 
costs. The Bank’s management services contin- 
ued to be in high demand by business people 
and they were also able to recover, through user 
fees, a higher proportion of their costs than in 


previous years. 


A growing domestic economy has enabled 
Canadian businesses to build a solid foundation 
to meet emerging challenges which have their 
origins both at home and abroad. The need for 
governments to reduce their deficits and the 


Free Trade Agreement with the United States, 


CHAIRMAN’S 
MESSAGE 


“FBDB is highly cost- 
effective and efficient in 
assisting independent 
owners and managers 
start up, expand and 
turnaround their 
businesses.” 

for example, will present both challenges and 

opportunities to Canadian businesses. So too 

will the general trend towards globalization 

of markets and competition which is already 

having major consequences for how financial 

services are provided in Canada. In this 

changing environment it is important that the 


financing needs of smaller companies not be 


neglected. 


While larger corporations can command the 
resources needed to meet the challenges ahead, 
small and medium-sized businesses are less 
equipped to do so. It is, and will be, the role of 
the Federal Business Development Bank to 
assist smaller companies to cope with their 
financial and management problems. FBDB’s 
expertise and variety of business services make 
it one of the most important federal instruments 
for assisting smaller companies to deal not only 
with day-to-day financing and management 
concerns but also with the challenges of a 
rapidly evolving business environment. 

FBDB is highly cost-effective and efficient in 
assisting independent owners and managers 
start up, expand and turnaround their busi- 
nesses. The financial results of the Bank attest 
to this fact. However, in April 1989, the federal 
government, as part of its deficit reduction meas- 


ures, reduced the amount of appropriation 


available to support the Bank’s Management 


Services Division. This action will require the 
Bank to re-examine the services it offers — 
reductions will be necessary. Nevertheless, the 
Board of Directors is confident that the FBDB 
will continue, within its resources, to optimize 
financial and management services to small 


and medium-sized companies. 


In the past year, Mr. Reginald C. Atkinson of 
Manitoba and Mr. Bill Tsakumis of British 
Columbia joined FBDB’s Board of Directors. 

I would like to welcome them and also thank 
Ms. Patricia Black of Alberta who left the Board 
at the end of March 1989. The Board of Direc- 
tors also wishes to express its sincere regret at 
the death of Mr. Howard Carter of Burnaby, 


British Columbia, who passed away in 


— 


William J. McAleer 


August 1988. Mr. Carter joined the Board in 
August 1986 and was a strong advocate for the 


business community in his Province. 


To all fellow Board members, I extend my 
thanks for the conscientious way in which they 
have carried out their duties to ensure that the 
Federal Business Development Bank fulfills its 
mandate. My thanks also go to the management 
and staff of the Bank for their professionalism 
and commitment to maintaining the high 
quality of service the Bank offers small and 
medium-sized businesses in all regions of the 


country. 


Pcs eee 


William J. McAleer 


Chairman of the Board 


Buoyant economic conditions in Canada during 
the fiscal year ending March 31, 1989, 
maintained a high level of demand for all of the 
Federal Business Development Bank’s business 
services. FBDB’s financing supported 

$1.4 billion of business investments and over 
200,000 entrepreneurs used the Bank’s 


business management services. 


In fiscal year 1989, FBDB’s Lending Division 
authorized 5,130 loans and guarantees to small 
and medium-sized businesses for amounts 
totalling $926.7 million. Added to these 
authorizations were a further $450 million 

of financing, principally from private sector 
sources, bringing the level of business 
investments by FBDB clients to $1.4 billion 


for the year. 


The Venture Capital Division authorized 14 
investments for amounts totalling $4.7 million 
in fiscal 1989. These authorizations represented 
only a part of investees’ total financing 
packages which amounted to over $25 million. 
Other investors added $21 million to 


complement FBDB’s investments. 


Financing provided by FBDB attracted other 
sources to provide financial support for 
investment projects that would not have 


occurred otherwise. Further, the decentralized 
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“FBDB’s financing sup- 
ported $1.4 billion of 
business investments and 
over 200,000 entrepre- 
neurs used the Bank's 
business management 
services.” 

nature of the Bank’s financial services, 

which provides flexibility to respond to local 

community needs, led to over 90 percent of all 

financing transactions being authorized at local 


FBDB branch offices during fiscal 1989. 


The employment impact of the Lending 
Division’s activities was substantial. At the time 
of their loan authorizations in fiscal 1989, 
FBDB borrowers employed 55,000 workers. 
However, they planned to create an additional 
8,000 new jobs as a result of their business 
investments. Half of these new jobs were to be 
created in non-metropolitan areas across the 


country. 


The role of the FBDB is such that when its 
clients have improved the financial standing 
of their businesses, they return to private sector 
sources to meet their financing needs. Many, 
in fact, prepay their loans before they mature. 
In fiscal 1989 loan prepayments amounted to 
$202.6 million, the highest level on record. 
Assistance provided by the Management 
Services Division continued to be used widely 
by business people in fiscal 1989. Over 62,000 
attended FBDB’s seminars and workshops 
while 9,000 sought counselling and planning 
assistance to address operating problems or to 


take advantage of opportunities. Thousands 


more called upon the Bank’s information 


services for assistance and 85,000 copies of 


business training material were sold. 


With business conditions that were very 
favourable on the whole, FBDB’s Lending 
Division recorded a small profit of $2.6 million 
in fiscal 1989. The Venture Capital Division 
recorded an exceptional profit of $8.5 million 


as the result of a large divestiture. 


The Management Services Division continued 
to achieve its objective of increasing the rate 
of cost-recovery for its services. This rate was 
27 percent in fiscal 1989 as compared to 


23 percent a year earlier. 


Guy A. Lavigueur 


FBDB’s expertise in dealing with small and 
medium-sized businesses, and its branch 
network, are tapped by other government 
departments and agencies to further the 
objectives of their own programs. These joint 
efforts involve the delivery of financial and 
management services to business. They reduce 
duplication and promote efficiency in 


government. 


In fiscal 1989, the Bank delivered a special 
financing program on behalf of the federal 
government, to assist mollusc growers in 
Eastern Canada. The program was 
implemented quickly and efficiently and was 
therefore able to respond to the immediate 


financing needs of these businesses. 


With Employment and Immigration Canada 
(EIC) and other sponsors, FBDB established 39 
Community Business Initiatives in fiscal 1989 
bringing the total number to 60 since the 
program was piloted in fiscal 1987. The demand 
for these Initiatives was more than could be 
funded jointly by EIC and FBDB. The Bank 
also continued to operate the Student Business 
Loans program on behalf of EIC — this 
program created 566 student-owned businesses 
and 1,290 jobs during the summer of 1988. 

In the past year, further assistance was also 
provided to the government’s regional 
development agencies in the delivery of their 


programs. 


FBDB is well aware that the face of 
entrepreneurship is changing in that more 
non-traditional groups are starting businesses. 
In fiscal 1989, FBDB implemented a series of 
services with each tailored to the specific 
needs of the target groups: women, youth and 


ethnocultural business owners. 


Working in partnership with the private sector 
and other government agencies allows FBDB to 
lever its own resources to develop and expand 
businesses across the country. Such partnerships 


will continue and gain more importance, 


“FBDB borrowers... 
planned to create an 
additional 8,000 new 
Jobs as a result of their 
business investments.” 

especially in light of the reduction in the 

appropriation which the Bank receives from 

the government. This reduction, totalling 

$13 million, was part of the April 1989 federal 

budget. As a result, the Bank will modify its 

services, after careful review, in order to 

maximize the assistance it can provide to small 


and medium-sized businesses. 


Fiscal 1989 has been both a successful and 
challenging year for FBDB. Fiscal 1990 
promises to be even more challenging. To the 
staff, CASE coordinators and counsellors, 

I would like to express my sincere appreciation 
for their continued dedication and for the 
professionalism they bring to their jobs. Iam 
sure that small and medium-sized business 
operators can continue to count on their high 
standards of service in the coming year. 

My thanks are also extended to the members 
of the Bank’s Board of Directors for their 
participation in the management of the Bank 


over the last year. 


A baad, 


President 


q Federal Business Banque fédeérale 
P Development Bank de développement 


REVIEW OF 
ACTIVITIES 


Ed Cumby, left, from 
FBDB’s Grand Falls 
Branch, with Job Halfyard 
of Eastern Analytical 
Limited. 


FINANCIAL 
SERVICES 


The FBDB assists businesses across the 
country through a wide range of financial and 
management services that complement each 
other and allow the Bank’s staff to provide 
entrepreneurs with comprehensive, 
individualized attention to their needs. 


The Bank’s financial services consist of loans 
and loan guarantees offered through its Loans 
Division, as well as equity financing provided 
through its Venture Capital Division. These 
services are made available to small and 
medium-sized businesses that are unable to find 
adequate financing elsewhere on reasonable 
terms and conditions. 


Loans Division 


The FBDB authorized 5,130 loans and loan 
guarantees during fiscal 1989 totalling 
$9267 million, the second highest level of loan 


authorizations in its history. Median loan size 
was $89,000. 


The majority of the Bank’s lending and 
guarantee activities continued to service three 
major sectors of the economy: manufacturing 

— 28 percent, wholesale and retail — 18 percent, 
and tourism — 21 percent. 


The total value of clients’ projects rose this year 
to $1.37 billion of which over 65 percent went 
for the purchase of land, buildings, machinery 
and equipment. 


NATURE OF CLIENTS’ PROJECTS 
BY FISCAL YEAR (f in millions) 


85 86 87 88 89 


© Land, building, machinery & equipment 


417.3 580. 1 829.7 816.6 903.9 
®) Working capital & refinancing 
242.4 326.5 395.6 308.0 298.4 
Change of ownership 
31.4 72.4 131.6 141.5 137.4 
@ Other purposes 
47.5 34.4 20.7 835 32.0 
138:6.) 1, 013:4 91,377.68 5299.6 S717, 


Financing from the FBDB covered 68 percent of 
the cost of these projects, while almost all of the 
remainder was co-financed by private sector 
sources. 


LOANS AND GUARANTEES 
AUTHORIZED BY TYPE OF BUSINESS 


Fiscal 1989 Fiscal 1988 
(Total $926,727,000) (Total $861,962,000) 


2? 


1989 1988 

B® Manufacturing 28% 24% 
Wholesale & retail 18% 18% 

@ Tourist industry 21% 23% 
~ Commercial properties 15% 16% 
Mi Other 18% 19% 


FINANCING OF CLIENTS’ PROJECTS 
BY FISCAL YEAR ($ in millions) 


85 86 87 88 89 
FBDB 
530.2 719.6 927.9 862.0 926.7 
Hi Other sources 
208.4 293.8 449.7 437.6 445.0 
138.0) MOI A 1377.6) 9 1-299'6) ee S7Ie 7 


“Eastern Analytical is 
the only commercial 
laboratory in New- 
foundland that provides 
a full range of analyti- 
cal services to the 
exploration/mining 
industry. We employed 
twelve people in our 
first year of operation 
and eighteen in our sec- 
ond. It was the FBDB 
that helped us get all 
this off the ground with 
a loan and interim 
financing. Ed Cumby of 
the Bank brought it all 
together and put us in 
contact with the Atlantic 
Canada Opportunities 
Agency.” 

Job Halfyard, 

Eastern Analytical 
Limited, Springdale, 
Nfld. 


“Our firm breeds pigs 
to genetically improve 
the quality of the 
animals that are used 
for breeding. When we 
were looking for equity 
financing to start ex- 
pansion, we contacted 
some 20 institutions. 
Then we went to the 
FBDB’s Venture Capital 
Division. They did a 
very in-depth study and 
found that there was 
real potential in our 
project. Once the FBDB 
got involved, other 
institutions became 
interested.” 
Ed Johnson, 

National Pig Develop- 
ment (Canada) Co. Ltd., 
Regina, Sask. 


Prepayments on loans rose to $202.6 million, an 
increase of almost $20 million compared to the 
previous fiscal year. This is a clear indication 
that the FBDB provides the support these clients 
need until such time as their balance sheets are 
strong enough to allow them to obtain financing 
on attractive terms from private sector 
institutions. 


Despite high levels of prepayment, the Bank’s 
portfolio of loans and guarantees reached a 
record high level of $2.44 billion at year-end. 


Loan and Guarantee Programs 


A number of special programs introduced by 
the Bank in recent years continued to be used 
by entrepreneurs. The Export Receivable 
Financing Program offers a guarantee to 
exporters, based on their foreign receivables, 
for increased lines of credit provided by private 
sector institutions. Total guarantees issued 
under this program since inception amount to 
$14.8 million. 


In addition, the Student Business Loans 
Program delivered by the Bank on behalf of 
Employment and Immigration Canada, to 
encourage students to start and manage their 
own businesses during the summer, has been 
growing in popularity. Over the past year, loan 
guarantees of $1.45 million were authorized 
to 566 students while individual business 
counselling was provided to 390. These 
students created almost 1,300 summer jobs 
while at the same time obtaining valuable 
experience for future business activities. 


At the request of the government, the Bank 
also administered a special loan program for 
mollusc growers in Atlantic Canada and 
Quebec to address their working capital 


National Pig Dey 
(Canada) C 


Tony Charnish, left, out 
of FBDB’s Venture Capital 
office in Vancouver, with Ed 
Johnson of National Pig 
Development (Canada) 

Cos Lids 


problems in the spring of 1988. In all, 36 loans 
were issued to mollusc-growing concerns for 
a total of $844,300. 


In addition, the FBDB has been actively 
participating with other government agencies to 
assist entrepreneurs in various parts of the 
country to obtain the funding they require for 
their projects. In fiscal 1989, on behalf of other 
organizations, it received and evaluated over 
three hundred proposals requiring funding that 


_ amounted to almost $70 million. 


Venture Capital Division 


The year under review was one of consolidation 
for the FBDB’s Venture Capital Division. With 
virtually one half of its portfolio in start-up 
companies, emphasis during the year was put 
on hands-on management and cooperation with 
these companies and on improving control and 
monitoring systems. The Division authorized 
$4.7 million in investments to 14 firms, ending 
the year with a portfolio of investments of 

$51.7 million at cost. 


The start-up stage of many of the companies 
tends to make them less appealing to private 
sector investors. Despite this fact, for every 
dollar it invested, the Division was able 

to attract 4.6 additional dollars of private capital 
for its companies. Since the creation of this 
Division in 1983, the FBDB has furnished 
$64.3 million in equity to 94 firms across 

the country. Other sources have added 

$229.1 million to FBDB’s investments bringing 
the total investment supported by the Division 
to $293.4 million. 


Bill Kent of B.P. Kent Flour 
Mills Ltd., left, with Jack 
Cruise from the Winnipeg 
Branch of the FBDB. 


Financial Results 


The Bank’s Financial Services, Loans and 
Venture Capital, registered net income of 

$11.1 million in fiscal 1989. The Loans Division 
accounted for $2.6 million of this amount, 
while the Venture Capital Division’s net income 
was $8.5 million due mainly to the profitable 
divestiture of one account. The Bank’s net 
income in the previous year was $6.4 million. 


Fiscal 1989 is the fourth consecutive year since 
the recession that the FBDB has registered 
positive financial results, thus fulfilling its 
mandate which requires full cost recovery in 
the field of Financial Services. Its performance 
reflects the healthy operating environment that 
the economy in many parts of the country offers 
small and medium-sized businesses as well as 
effective management of the Bank’s resources. 


The Bank’s positive financial results are also 
due to careful control of its administrative costs. 
For fiscal! 1989, the non-interest or operating 
expenses of the FBDB’s Loans and Venture 
Capital Divisions totalled $66 million. This 
represents 2.8 percent of the portfolio, the same 
level as the previous fiscal year. 


Provisions for loan, guarantee and investment 
losses were $53.8 million in fiscal 1989, 
representing an increase of $19 million over the 
previous year. The increase in provisions for 
losses was due, in part, to the growth in the 
portfolio and also to the prudent provisioning 
practices of the Bank. 


PROVISION FOR LOSSES AS A PERCENTAGE 
OF AVERAGE PORTFOLIO ASSETS 


85 86 87 88 89 
@ Provision for losses as a % 
of average portfolio assets 
1.1% 1.5% 1.6% 1.6% 2.3% 
_ Average portfolio assets 
($ in millions) 
1,621 1,625 1,833 2,128 2,361 


NON-INTEREST EXPENSES AS A PERCENTAGE 
OF AVERAGE PORTFOLIO ASSETS 


85 86 87 88 89 
3.4% 3.1% 3.0% 2.8% 2.8% 


In terms of the objectives set out in its corporate 
plan, the FBDB’s financial performance is 
summarized in the following table: 


* 


“Even though we've 
been in the flour mill 
business for 50 years, 
and are considered a 
medium-sized company, 
we are still a compara- 
tively small organiza- 
tion in an industry that 


is made up of large 


firms. Perhaps it’s 


for that reason that 


traditional financial 
institutions still find us 
too risky when it comes 
to long-term financing. 
The FBDB has been 
helpful to us in extend- 
ing its loans and we are 
very satisfied with its 
service.” 

Bill Kent, 

B.P. Kent Flour 

Mills Ltd., 

Virden, Man. 
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“We called upon FBDB’s 
Strategic Planning 
Service because we 
were about to bring a 
younger generation of 
managers into our 
forestry business and 
we wanted to make sure 
that it was done as 
efficiently as possible 
without disrupting the 
company. We worked 
with the Bank for three 
days to draw up the 
plan and it has been 
very useful.” 

Donald Harrison, 
C.E. Harrison and 
Sons Limited, Cum- 
berland County, N.S. 


“We're a computer soft- 
ware company with 

most of our receivables 
in the United States. Be 
cause we have no fixed 


assets and do much of 
our business outside 
Canada, traditional 
banks considered us too 
high risk. The FBDB’s 
Export Receivables 
Financing program was 
very helpful in getting 
us to our next Stage of 
development 

Clive Barwin, 
Modatech Systems Inc., 
Vancouver, B.C 


Clive Barwin, left, of 
Modatech Systems Inc., 
with Dave McGregor from 
FBDB’s Vancouver office. 


Financial Performance Indicators 


Dave Faloon out of FBDB’s 
Halifax office, second from 
the left, with the Harrison 
brothers of C.E. Harrison 


and Sons Limited. 


Actual Performance Plan Actual Performance 
1989 1989 1988 
Loans Division 
Non-Interest Expenses as % of Average 
Portfolio Assets 2.7% 2.8% 27% 
Provision for Losses as % of Average 
Portfolio Assets 2.2% 1.8% 17% 
Venture Capital Division 
Leverage of Private Sector Funds 4.6:1 3.2:1 2.8:1 
Load Factor per Professional Staff 
(companies per staff) 5 5 5 
Net Income ($ Millions) $8.5 $0.8 $3.5 


MANAGEMENT SERVICES 


The FBDB meets the non-financial needs of 
its small and medium-sized business clients 
through its Management Services Division 
which provides counselling, planning, training 


and information services to thousands of people 


who are already in business or thinking of 
starting one. 


CASE 


The Bank’s Counselling Assistance to Small 
Enterprises (CASE) completed almost 9,000 
assignments in fiscal 1989. CASE counsellors, 
about 1,200 in number, are successful, 
experienced business people, often retired, 
who apply their expertise to assist 
entrepreneurs in the management and 
development of their businesses. 


Planning Services 


Increasingly, planning is identified by small 
businesses as a prime need. To satisfy it, the 
Bank created, a number of years ago, a 
Financial Planning Program which consists of 
three services operating as pilot projects: 


strategic planning to offer small and 
medium-sized firms the kind of long-term 
planning resources normally used by larger 
business. In fiscal 1989, the Bank completed 
93 strategic planning assignments; 


financial matchmaking to bring investors 
and businesses seeking investment together. 
This program attracted 379 investors with 
available capital totalling $158.3 million and 
295 business people seeking investments 

of $137.8 million; and 


packaging and intermediation — 

a service which allows the Bank to draw up a 
financial proposal for a client’s project and, 
at the client’s request, present it to various 
institutions to obtain the required funding. 
The FBDB completed 314 packaging 
proposals in fiscal 1989. As a result, clients 
using this program were expected to obtain 
$282.4 million in financing. 


Paul Aucoin, right, from 
FBDB’s Moncton Branch, 


with Jerome Worth 


of Worth Corrugated 
Containers Ltd. 


Management Training 


The Bank offers a variety of management 
training vehicles to meet the diverse needs of 
entrepreneurs. Its full and half-day seminars on 
a broad range of topics were attended by almost 
20,000 people in fiscal 1989, while an additional 
36,000 took its 30-hour business management 
courses. The latter are offered in cooperation 
with the departments and ministries of 
education across the country through the adult 
education programs of community colleges or 
CEGEP’s in Quebec. Workshops, organized by 
FBDB staff to meet the local needs of business 
people, continued to be popular as well, and 
were attended by almost 17,000 people. 


The Community Business Initiative Program 
(CBI), introduced as a pilot project in fiscal 
1987, continued to provide groups of 
approximately 30 business people with a unique 
mix of customized training and personal on-site 
counselling. This program is funded jointly 

by the Bank and Employment and Immigration 
Canada as well as other sponsors. In fiscal 1989, 
39 CBI’s were established. 


Information Services 


Many thousands of people used the FBDB’s 
Small Business Information Service in fiscal 
1989. Through it they can obtain information on 
the vast majority of programs and services 
available to businesses in this country. 
Supplementing this service which is offered 
through its network of 77 branches, the Bank 
also provides for direct-line telephone inquiries 
through its Business Information Centres. The 
accuracy and timeliness of the Bank’s 
information is assured by its Automated 
Information for Management program (AIM), 
a regularly updated computerized business 
information system. 


“We are going to be 
the first independent 
manufacturer of cor- 
rugated industrial con- 
tainers in the Atlantic 
provinces. Quite simply, 
if we hadn't been able 
to call upon FBDB’s 
Financial Packaging 
Program to draw up a 
report for us to make it 
easier to get financing, 
Overall, the Bank’s branches responded to more 
than 200,000 inquiries during the year and 
provided clients with over 325,000 referrals to 
business programs and services offered by both 
government and private sector organizations. In 
addition, FBDB personnel organized more than 
400 information sessions, often in cooperation 
with resource people from private industry, 
to respond to information needs on topics of 
interest to local business entrepreneurs. 


I don’t think we could 
have done it. 

Jerome Worth, 
Worth Corrugated 
Containers Ltd., 
Albert County, N.B. 


FBDB Publications 


Through a variety of publications, the FBDB 
offers business people concrete information 
and assistance to help them in the day-to-day 
operation of their enterprises. In the year 
under review, it concluded an agreement with 
CCH Canadian Ltd., a well-known business 
publication house, to make the Bank’s 
publications even more readily accessible to 
businesses across the country. 


Over 26,000 copies of the Bank’s “Do-It- 
Yourself-Kits” were sold in fiscal 1989. These 
kits provide detailed, step-by-step guidance 
on how to handle many important aspects of 
business management. At the same time, sales 
of the series of pocketbooks entitled “Minding 
Your Own Business” amounted to more 

than 12,000. In addition, the Bank sold almost 
10,000 copies of its ABC Book which is 
published in ten volumes, one for each 
province, describing federal and provincial 
government programs for business. 


The FBDB also continued the publication of 

its quarterly newspaper ‘‘Profit$”, which is 
distributed to all businesses in Canada. The 
objective of this tabloid is to keep entrepreneurs 
informed of the issues facing small and 
medium-sized business and to make them 
aware of the services available from the FBDB. 


Small Business Week 
Fiscal 1989 marked the ninth year in which 


the FBDB sponsored Small Business Week in 
cooperation with the Canadian Chamber of 
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“Our arts and crafts 
facility includes a retail 
Shop and premises for 


some manufacturing on 


site. It’s owned by native 


women and we've been 
very pleased with the 
lending services of the 
FBDB in Yellowknife. 
They bent over back- 
wards to help us.” 
Barbara MacKenzie, 
Treeline Trappings Ltd., 
Yellowknife N.W.T. 


Commerce and local chambers and boards of 
trade. It was the first time the Bank offered 
“Young Entrepreneur Awards” to entrepreneurs 
29 years-of-age or younger, from each province 
and territory. The awards were presented at 

the national launch of Small Business Week in 
October 1988. 


Over 125,000 participants attended some 
1,000 Small Business Week events organized 
in communities all across the country. 


Management Services and 
Non-Traditional Entrepreneurs 


It is more and more evident that Canadian 
business owners represent an increasingly 
diverse cross-section of society. They include 
members of ethnocultural communities, 
women, youth, and native groups. In fiscal 
1989, the Bank more than doubled its activities 
targeted to them. The number of “non- 
traditional” entrepreneurs participating in 
activities such as special conferences, seminars, 
information sessions, counselling, etc. also 
doubled to 13,300. 


In addition, the Bank has created advisory 
committees in each of its regions on both 
women and ethnocultural groups. These 
committees are made up of prominent business 
people from local communities who can advise 
the Bank on the current needs of the people 
they represent. 


Barbara MacKenzie, of 


Treeline Trappings Ltd., 
with Ian Collins of FBDB’s 


Yellowknife Branch. 


Financial Results 


In the year under review, the Bank’s 
Management Services Division increased 

its cost recovery rate to 27.1 percent from 

23.4 percent a year earlier. This Division 
recorded net operating expenditures of 

$27 million in fiscal 1989, an increase of 

3.1 percent over last year’s expenses. Revenues 
for the year also rose by 25 percent from 

$8.0 million to $10.0 million. 


MANAGEMENT SERVICES 
COST RECOVERY RATE 


85 86 87 88 89 
15.2% 18.2% 20.5% 23.4% 27.1% 


Each year, the FBDB sets out in its corporate 
plan financial performance indicators for 

the Management Services Division. Below is a 
table that compares the cost recovery rates of 
this Division with the rates set out in the 
corporate plan and the rates of the previous 
fiscal year. 


Financial Performance Indicators 


Actual Performance Plan Actual Performance 
1989 1989 1988 
Management Services 
Traditional Services 
Cost Recovery Rate 26.7% 25.1% 22.9% 
Financial Planning Program 
44.1% 40.0% 38.4% 


Cost Recovery Rate 
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STATISTICS 


for the year ended March 31 


Loans and Guarantees Authorized 1989 1988 
Classification by new or existing borrowers: Amount Amount 
No. ($000) No. ($000) 
To new borrowers 3,450 $650,371 3,912 $638,923 
To existing borrowers 1,680 276,356 1,637 223,039 
Total 5,130 $926,727 5,549 $861,962 
Classification by size: 
$25,000 or less 1,041 $ 9,490 S54 Sl ORG2il 
Over $25,000 to $50,000 695 28,121 883 35 Oy 
Over $50,000 to $100,000 1,068 84,863 1,269 99,952 
Over $100,000 to $500,000 2,063 488,459 2,019 470,788 
Total up to $500,000 4,867 610,933 s25 618,468 
Over $500,000 263 315,794 224 243,494 
Total 5,130 $926,727 5,549 $861,962 
Classification by type of business: 
Manufacturing 1,001 $259,251 972 $206,548 
Wholesale and retail trade 1,028 166,020 | PA 156,511 
Tourist industry 903 193,692 1,082 194,551 
Agriculture 67 9,276 2 12215 
Construction 304 61,276 359 47,825 
Commercial properties 638 136,555 644 141,847 
Transportation and storage 171 31,588 192 a2 dl 
Other 1,018 69,069 1,016 69,694 
Total 5,130 $926,727 5,549 $861,962 


Loans and Guarantees Authorized 1989 1988 
Classification by region: Amount Amount 
No. ($000) No. ($000) 
Atlantic 652 §$ 83,955 707 =$ 70,288 
Quebec 1,512 353,121 1,458 304,312 
Ontario 1,301 260,567 1,259 229,233 
Prairie & Northern 727 65,190 909 86,634 
British Columbia & Yukon 938 163,894 LIE 171,495 
Total 5,130 $926,727 5,549 $861,962 
Classification by province: 
Newfoundland 243 = $ 25,751 248 $ 19,547 
Prince Edward Island 29 3,771 28 MpaiS) 
Nova Scotia 187 24,707 247 28,066 
New Brunswick 193 29,726 189 20,456 
Quebec 1,512 8537121 1,458 304,312 
Ontario 1,301 260,567 1,259 229,233 
Manitoba 162 11,839 204 17,451 
Saskatchewan 132 7,543 192 20,866 
Alberta 384 34,046 477 41,918 
British Columbia 907 156,980 1,187 165,906 
Yukon 31 6,914 29 5,589 
Northwest Territories 49 11,762 36 6,399 
Total 5,130 $926,727 5,549 $861,962 
Provincial distribution of accounts as at March 31, 1989 
Loans and 
Guarantees 
Number of Outstanding 
Customers ($000) 
Newfoundland 700 $ 57,335 
Prince Edward Island 88 4,304 
Nova Scotia 667 65,705 
New Brunswick 616 52,156 
Quebec 3,466 857,174 
Ontario 4,126 620,715 
Manitoba 342 47,593 
Saskatchewan 485 63,109 
Alberta 951 117,508 
British Columbia 3,659 505,702 
Yukon 120 28,834 
Northwest Territories 107 23,024 
Total 155327) $2,443,159 


Operational Statistics 


FIVE-YEAR 


OPERATIONAL AND 


FINANCIAL 
SUMMARY 


($ in thousands) 1989 1988 1987 1986 1985 
Loans and guarantees authorized: 

number 5,130 5,549 5,685 4,203 2,882 

amount $ 926,727 $ 861,962 $ 927,914 $ 719,594 $ 530,247 
Investments authorized: 

number 14 32 19 Pap) 12 

amount $ ATO S> 225145. 20/932" 3S. 12525 are Ls 5G 
Number of loan and 

guarantee customers 

at March 31 15,327 15,769 16,350 17,445 20,234 
Number of investment 

customers at March 3] 56 65 46 54 58 
Amount outstanding or 

committed to loan and 

guarantee customers 

at March 31 $2,641,388 $2,360,813 $2,137,508 $1,842,769 $1,717,660 
Amount outstanding or 

committed to investment 

customers at March31 $ 58,832 $ 61,804 $ 47,132 $ 41,346 $ 35,780 
CASE 
(Counselling Assistance 

to Small Enterprises): 

‘assignments completed 8,937 8,894 9,500 10,210 Pe y2 

counselling days 17,022 18,494 18,224 18,602 16,130 
Management training seminars: 

number 1,242 1,926 2,114 2,119 1753 

participants 19,519 30,490 33,658 36,205 31,926 
Small business 

information service: 

referrals to assistance 

programs 328,251 180,934 138,084 99,014 90,452 
Financial Statistics 
Net interest and investment 

income as a % of average 

portfolio assets 5.6% 4.7% 4.9% 4.9% 4.5% 
Provision for losses as a % 

of average portfolio assets 2.3% 1.6% 1.6% 1.5% 1.1% 
Non-interest expenses as a % 

of average portfolio assets 2.8% 2.8% 3.0% 3.1% 3.4% 
Management Services cost 

recovery rate 27.1% 23.4% 20.5% 18.2% 15.2% 
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Financial Information 


($ in thousands) 1989 1988 1987 1986 1985 
Statement of Operations — 
Financial Services 
Net interest and 

investment income $ 130,904 $ 100,260 $ 90,716 $ 79,491 $ 72,972 
Provision for losses on loans, 

guarantees and venture 

capital investments 53,809 34,779 29,671 24,041 17,052 
Non-interest expenses 66,026 59,054 54,317 50,621 54,988 
Income before 

extraordinary item 11,069 6,427 6,728 4,829 932 
Extraordinary item _ ~~ = = (5,627) 
Net income (loss) for 

the year 11,069 6,427 6,728 4,829 (4,695) 
Statement of Operations — 
Management Services 
Total expenditures 337-053 Si 34, LOOMS SS443 br 1668 me Soe 3 
Revenue from CASE 

counselling, training 

seminar registration 

and other activities 10,044 7,991 6,858 Sy? 4,305 
Amount recovered from 

the Department of 

Regional Industrial 

Expansion 27,009 26,199 26,585 25,929 24,108 
Balance Sheet 
Loans $2,439,929 $2,194,017 $1,921,884 $1,646,695 $1,560,019 
Venture capital 

investments 51,721 53,462 43,133 35,108 34,640 
Total assets 2,540,925 2,297,338 1,920,785 1,594,678 1,565,925 
Capital paid in by 

Canada 547,600 512,600 484,600 456,600 456,600 
Total liabilities 2,195,809 1,998,291 1,679,165 1,387,786 1,363,862 
Average portfolio assets 2,361,139 2,128,234 1,832,853 1,624,658 1,621,274 


FBDB’s Ron Aucoin, 
Charlottetown, with 
Hughena Duggan of 


Leisure Services Ltd. 


ATLANTIC 
REGION 


Loans and Guarantees Authorized 


REGIONAL 
HIGHLIGHTS 


for the year ended March 31 1989 1988 
Amount Amount 

No. % ($000) % No. % ($000) % 
Manufacturing 115 17 $30,423 36 86° 12, Sh, 777 SEs 
Wholesale and retail trade 157 24 14,868 18 23) 33 216259 ~30 
Tourist industry 123 19 13,691 16 130) US) 9153520722 
Agriculture 6 61 6931 6 1 Seve 
Construction 30 5 3,841 5 5p) 8 5,479 8 
Commercial properties 48 7 6,186 7 45 6 5,924 8 
Transportation and storage 31 «35 4,169 5 28 «4 2039 3 
Other 142 22 10,084 12 Tews alee al 
Total 652 100 $83,955 100 707 100 $70,288 100 


Management Services 


Regional General Manager: 
J.J. Ryan 


Nova Scotia 
Bridgewater 
Halifax 

CASE Office 
Sydney 

CASE Office 
Truro 


for the year ended March 31 1989 1988 
CASE counselling: 

assignments completed 1,121 1,381 

counselling days 2,105 2,478 
Management training seminars: 

number 177 196 

participants 2,614 2,839 
‘Small business information service: 

referrals to assistance programs 35,040 15,934 
ATLANTIC District General Managers: BRANCH AND New Brunswick 
REGIONAL OFFICE Na CASE OFFICES ae ve 
Cogswell Tower L.P. Elliott Newfoundland Pdmundston 
Suite 1400, Scotia Square Newtoundland Corner Brook Fredericton 
P.O. Box 1656 ' MLE. Clooney CASE Office Moncton 
Halifax, Nova Scotia Grand Falls CASE Office 
B3J 227 New Brunswick and CASE Office Qvemigin 

Prince Edward Island St. John’s CASE Office 

Vice-President and R.M. Williams CASE Office’ 


Prince Edward Island 
Charlottetown 
CASE Office 


“Our new goose hunt- 
ing lodge extends the 
tourist season here into 
November. I had ap- 
plied to two banks with 
which I deal locally, but 
because the venture was 
the first of its kind in 
P.E.1., they felt they 
couldn't finance it. The 
FBDB took a chance on 
the project and helped 
make it happen.” 
James Duggan, 
Leisure Services Inc., 


Kensington, P.E.I. 
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“We create prét-a- 
porter collections — 
everything from 
manufacturing to distri- 
bution. Our clothes are 
sold in Quebec, else- 
where in Canada, and 
in the United States. 
When we were looking 
for a mortgage loan for 
the building we operate 
in, it was the FBDB that 
understood our project 
best and supplied the 
financing we needed.” 
Suzele Carle, 

Tricots d’Arianne Inc., 


Montreal, Que. 
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QUEBEC 
REGION 


Loans and Guarantees Authorized 


Suzéle Carle, left, of 


Tricots d’Arianne Inc. 
with Johanne Turgeon 
from FBDB’s Montreal, 


Place Victoria office. 


Jor the year ended March 31 1989 1988 
Amount Amount 

No. % ($000) % No. % ($000) % 
Manufacturing 425 28 $118,162 34 386 §26 $101,494 33 
Wholesale and retail trade 325,022 ~18,196 22 30 S22 tae. 
Tourist industry 138. 9 “43112 12 155) 1s S326 es 
Agriculture 3 — 425. — 2 — 90 — 
Construction 110 7 28,055 8 98) 7 2OMOGn a7 
Commercial properties 185 12 50,486 14 186 13 48,576 16 
Transportation and storage 397 3 9,564 3 35%. 2a aloes 
Other 287 119° 7 25,121 7. 295° 20) 25029.0558 
Total 1,512 100 $353,121 100 1,458 100 $304,312 100 


Management Services 


for the year ended March 31 1989 1988 
CASE counselling: 

assignments completed 1,771 IRovil 

counselling days 3,976 3,981 
Management training seminars: 

number 205 404 

participants 5,030 8,002 
Small business information service: 

referrals to assistance programs 60,107 38,849 
QUEBEC District General Managers: BRANCH AND Quebec 
REGIONAL OFFICE eee CASE OFFICES PEASE Die 


Place Victoria, Suite 4600 
800 Victoria Square 
Montreal, Quebec 

H4Z 1C8 


Vice-President and 
Regional General Manager: 
J. Lagacé 


L. Provencher 


South Shore 
J.C. Martin 
North Shore 
R. Trudeau 


East 
J.D. Casavant 


Chicoutimi 
CASE Office 
Drummondville 
CASE Office 
Granby 
CASE Office 
Hull 
CASE Office 
Laval 
CASE Office 
Longueuil 
CASE Office 
Montreal 
(de Maisonneuve) 
CASE Office 
Montreal 
(Place Victoria) 
CASE Office 


CASE Office 
Rouyn-Noranda 
CASE Office 
St-Jér6me 
CASE Office 
St-Laurent 
CASE Office 
Sept-lles 
Sherbrooke 
CASE Office 
Trois-Riviéres 
CASE Office 


Sones 
From FBDB’s Thunder Bay 
office, Ed Ryynanen, center, 
with Bernice and Ted 

Cottingham of Showerwall 


Industries Inc. 


ONTARIO 
REGION 


Loans and Guarantees Authorized 


for the year ended March 31 1989 1988 
Amount Amount 

No. % ($000) % No. % ($000) % 
Manufacturing 222 17 $ 54,506 21 212 “17 $742,095 @18 
Wholesale and retail trade 292 22 44,203 17 300 24 40,707 18 
Tourist industry 365 28 78,786 30 352 (282 266857429 
Agriculture 22 ee 3,888 2 24 2 3.697 942 
Construction 62 5 15,031 6 70 6 9,513 4 
Commercial properties 226 17 46,765 18 182. 14 45,196; 20 
Transportation and storage 26 "2 3,566 = 1 a9 0S 1,000" 3 
Other 86 7 13;822 °5 $0" 6) 13238306 
Total 1,301 100 $260,567 100 1,259 100° $229,233 -100 


Management Services 


for the year ended March 31 1989 1988 
CASE counselling: 
assignments completed 2,077 1,924 
counselling days 5,210 5,051 
Management training seminars: 
number 265 520 
participants 3,389 6,880 
_Small business information service: 
referrals to assistance programs 142,802 77,782 
ONTARIO District General Managers: BRANCH AND Ottawa 
REGIONAL OFFICE Metropolitan CASE OFFICES CPSE Oi 
Saad Peterborough 
777 Bay Street G. Kirkwood Barrie St. Catharines 
29th floor : South Western Hamilton CASE Office 
Toronto, Ontario M.J. Walsh CASE Office Sault Ste-Marie 
MSG 2C8 . Kenora CASE Office 
astern Kingston 22 
Vice-President and F. Roy CASE Office ee 
Regional General Manager: Norther Kitchener-Watesloo Sudbury 
J.H. Miller T.A. Gallant CASE Office CASE Office 
London Thunder Bay 
CASE Office CASE Office 
Mississauga Timmins 
CASE Office CASE Office 
North Bay Toronto 
Oshawa CASE Office 
CASE Office Toronto-North 
CASE Office 
Windsor 
CASE Office 


“We are a bathroom 
renovation company 
with the technical 


expertise to custom 


forma “tubsurround” 


unit to any given space. 
We handle manufactur- 
ing, installation and 


service and decided to 


franchise the concept. 


The FBDB found us a 
CASE counsellor who 


was very experienced in 


franchising and who 


provided us with a com- 
prehensive report on 
how to proceed. That 
was four years ago and 
we're still using it now.” 
Bernice Cottingham, 
Showerwall Industries 
Inc., Thunder Bay, 
Ont. 


AD 


“We began by importing 
our educational toys in 
components, but now 
we manufacture them 
here and market 75 % 

of them in the United 
States. Our loan from 
the FBDB helped us lo- 
cate all of our manufac- 
turing operations under 
one roof and we used 
the equipment we pur- 


chased to diversify 


PRAIRIE AND 
NORTHERN 
REGION 


Loans and Guarantees Authorized 


Kathy Klaus of Educo 
International Inc. with 
FBDB’s Allan Mclver of 


the Edmonton Branch. 


our products and take for ite ee ended March 31 1989 1988 
on contract work.” Amount Amount 
Kathy Klaus, No. % ($000) % No. % ($000) % 
Educo International Inc. , Manufacturing 69 9 $13,944 21 87 10 $13,790 16 
SherwoodiParkewA tas Wholesale and retail trade Ss 9,713 15 tsy7/—117/ eS cey ANG) 
Tourist industry 73 10 14,380 22 Hil Wy Tiles BK) 
Agriculture 8 1 948 «1 1S 2 2,969 3 
Construction 31 4 5,274 8 47 5 4,380 5 
Commercial properties 41 6 7,659 12 per) Why 
Transportation and storage 30 4 4,449 7 on Syewal) 
Other 392 54 8,823 14 364 40 8,576 10 
Total 727 100 $65,190 100 909 100 $86,634 100 
Management Services 
for the year ended March 31 1989 1988 
CASE counselling: 
assignments completed 1,363 1,477 
counselling days Pad RHE 2,789 
Management training seminars: 
number 246 313 
participants 3,537 5,195 
Small business information service: 
referrals to assistance programs 30,723 24,313 
PRAIRIE AND District General Managers: BRANCH AND Alberta 
NORTHERN Manitoba and Northwest CASE OFFICES nee Office 
REGIONAL OFFICE Territories Manitoba Edson 
155 Carlton Street Je Menety Brandon CASE Office 
Suite 1200 Saskatchewan CASE Office Grande Prairie 
Winnipeg, Manitoba H.G. Basler Winnipeg » CASE Office 
R3C 3H8 CASE Office Lethbridge 
Northern Alberta s Renipen 
; B. Hryniowski Saskatchewan 
Vice-President and Prince Albert Northwest Territories 
Regional General Manager: Southern Alberta Regina Yellowknife 
E.A. Duddle E.K. Harding CASE Office CASE Office 
Saskatoon 
CASE Office 


FBDB’s Derek Cook, left, 
out of the Whitehorse office 
with Daniel St-Jean of the 


Yukon Gallery. 


“We are an art gallery 
specialized in the retail 
sale of artwork, framing 
and pottery. I followed 
one of the FBDB’s Com- 
munity Business Initia- 


tives, a blend of training 


BRITISH COLUMBIA sessions and individual- 
AND YUKON eed ci 
REGION its the best money I ve 


Loans and Guarantees Authorized 


invested since I started 
this company. I still re- 


fer back to what I learn- 


for the year ended March 31 1989 1988 aii Sere 
Amount Amount provided.” 
No. % ($000) % No. % ($000) % Daniel St-Jean, 

Manufacturing 170 18 $ 42,216 26 201,17 $1087 392222 Yukon Gallery, 
Wholesale and retail trade 171 18 19,040 12 224 185 422,560 113 Whitehorse, Y. T. 
Tourist industry 204 22 43,723 27 294 24 45,130 26 
Agriculture 28 83 3,322, 2 22 4,920 3 
Construction AN ee 9.075. 5 89 7 8,347 5 
Commercial properties 138 15 25,459 15 LTP ise 4 29,0135 7 
Transportation and storage 45 5 9,840 6 Sy ee: 8,478 5 
Other 111 12 911,219 7 150 12 15,055%5 89 
Total 938 100 $163,894 100 1,216 100 $171,495 100 
Management Services 
Jor the year ended March 31 1989 1988 
CASE counselling: 

assignments completed 2,605 2,541 

counselling days 3,554 4,195 
Management training seminars: 

number 299 493 

participants 4,949 7,574 
Small business information service: 

referrals to assistance programs 69/579 24,056 
BRITISH COLUMBIA District General Managers: BRANCH AND North Vancouver 
AND YUKON eons) CASE OFFICES CASE Office 


REGIONAL OFFICE D.M. Carter 


Campbell River 


Prince George 
CASE Office 


700 - 601 West Hastings Caner CASE Office Terrace 

Street J. Penman Cranbrook CASE Office 

Vancouver CASE Office Vancouver 
| British Columbia Northern Fort St. John CASE Office 
| V6B 5G9 F.A. Reiter Kamloops Vernon 
| _ CASE Offices CASE Office 
| Vice-President and Kelowna Victoria 
Regional General Manager: CASE Office CASE Office 
D.A. Kerley Langley Williams Lake 
CASE Office CASE Office 
| Nanaimo 
| CASE Office Yukon 
New Westminster Whitehorse 


CASE Office 
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Federal Business Banque féderale 
Development Bank de développement 


FINANCIAL 
STATEMENTS 


March 31, 1989 


MANAGEMENT'S 
RESPONSIBILITY FOR 
FINANCIAL STATEMENTS 


The accompanying financial statements were 
prepared by the management of the Federal 
Business Development Bank in accordance with 
accounting principles generally accepted in 
Canada, which were consistently applied. The 
financial data contained in other sections of this 
annual report is consistent with the content of 
the financial statements. 


In discharging its responsibility for the integrity 
and fairness of the financial statements and for 
the accounting systems from which they are 
derived, management maintains a system of 
internal controls designed to provide reasonable 
assurance that transactions are authorized, 
assets are safeguarded and proper records are 
maintained. The system of internal controls is 
augmented by audit and inspection staff who 
conduct periodic reviews of different aspects of 
the Bank’s operations. In addition, the Vice- 
President, Internal Audit and the Independent 
Auditor have full and free access to the Audit 
Committee of the Bank’s Board of Directors 
which oversees management’s responsibilities 
for maintaining adequate control systems and 
the quality of financial reporting. 


These financial statements have been examined 
and reported upon by the Bank’s independent 
auditor, Mr. Raymond J. Morcel, EC.A. of 
Price Waterhouse, Chartered Accountants. 


Guy A. Lavigueur 
President 


AUDITOR'S REPORT 


To the Honourable Minister of 
Regional Industrial Expansion and 
Minister of State for 

Science and Technology 

Ottawa, Ontario 


To the Honourable Minister of State, 
Small Businesses and Tourism 
Ottawa, Ontario 


I have examined the balance sheet of the 
Federal Business Development Bank as at 
March 31, 1989 and the statements of 
operations, deficit and changes in financial 
position for the year then ended. My 
examination was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements 
present fairly the financial position of the Bank 
as at March 31, 1989 and the results of its 
operations and the changes in its financial 
position for the year then ended in accordance 
with generally accepted accounting principles 
applied on a basis consistent with that of the 
preceding year. 


Further, I have examined the transactions that 
came to my notice in the course of the above 
mentioned examination of the financial 
statements of the Federal Business Development 
Bank for the year ended March 31, 1989, 

to determine whether they were in accordance 
with Part X of the Financial Administration 

Act and regulations, the Federal Business 
Development Bank Act and the by-laws of the 
Bank and with the directive given to the Bank as 
disclosed in Note 5. My examination of these 
transactions was made in accordance with 
generally accepted auditing standards, and 
accordingly included such tests and other 
procedures as I considered necessary in 

the circumstances. In my opinion, these 
transactions were, in all significant respects, 

in compliance with the authorities specified. 


Raymond J. Morcel, EC.A. 
of Price Waterhouse 


Montreal, June 7, 1989 
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FEDERAL BUSINESS DEVELOPMENT BANK 


STATEMENTS OF OPERATIONS 
for the year ended March 31 (in thousands) 


Financial Services 1989 1988 
Interest and Investment Income 
Loans $ 301,046 $ 260,214 
Venture capital investments 15,563 6,634 
316,609 266,848 
Interest Expense 
Long-term notes 142,918 121,945 
Short-term notes (net) 42,787 44,643 
185,705 166,588 
Net interest and investment income 130,904 100,260 
Provision for losses on loans, guarantees and venture 
capital investments §3,809 34,779 
Net interest and investment income 
after provision for losses 77,095 65,481 
Non-Interest Expenses 
Salaries and staff benefits 40,684 36,852 
Premises and equipment, including 
depreciation 9,448 8,763 
Other expenses 15,894 13,439 
66,026 595054 
Net income (Note 13) $ 11,069 8 G27 
Net income attributable to: 
Loans Division $ 2,612 2,882 
Venture Capital Division $ © ©=—- 8 457 3,545 
Management Services (see Note 15) 
Salaries and staff benefits : $ 21,999 $ 19,581 
Premises and equipment 3,816 4,112 
Other expenses 11,238 10,497 
Total expenditures 37,053 34,190 
Less: Revenue from CASE counselling, training 
seminar registration and other activities 10,044 7991 
Amount recovered from the Department of 
Regional Industrial Expansion Vote 40 
(Vote 50 in 1988) $ 27,009 $ 26,199 
Net expenditures were incurred as follows: 
Management Counselling $ 9,318 $ 9,478 
Management Training 5.579 4,737 
Information and Advice 12,112 11,984 
$ 27,009 $ 26,199 


FEDERAL BUSINESS DEVELOPMENT BANK 


BALANCE SHEET 
as at March 31 (in thousands) 


Assets 


Cash 
Treasury bills and short-term investments 


Loans — 
Venture capital investments (Note 3) 
Interest due and accrued 


Less: Accumulated provision for losses (Note 4) 


Long-term investment (Note 5) 

Fixed assets, less accumulated depreciation 
Unamortized debt issue expenses 

Other assets 


Approved by the Board: 


‘ Guy A. Lavigueur, Director 
H. Bloomfield, Director 


1989 


f | 93,352 
97,708 


101,060 


2,439,929 
51,721 
11,236 


2,502,886 


174,411 
2,328,475 


79,000 

3,440 
14,726 
14,224 


$2,540,925 


1988 


$ 2,423 
91,072 


93,495 


2,194,017 
53,462 
10,198 


2.201077 


137,870 
2,119,807 


56,000 

1,670 
13,016 
13,350 


$2,297,338 
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Liabilities 1989 1988 
Cheques outstanding $ 8,109 $ 5,903 
Short-term notes 388,216 516,405 
Accrued interest on short and long-term notes 78,773 55,028 
Other liabilities 22,769 18,269 
497,867 595,605 
Notes payable (Note 6) 1,677,133 1,399,531 
Unamortized premium (net) on long-term notes 20,809 3,155 
2,195,809 1,998,291 
Shareholder’s Equity 
Capital of the Corporation 
Capital paid in by Canada (Notes 7 and 12) 547,600 512,600 
Deficit (225,484) (236,553) 
322,116 276,047 
Appropriation paid in by Canada (Note 8) 23,000 23,000 
345,116 299,047 
$2,540,925 $2,297,338 


FEDERAL BUSINESS DEVELOPMENT BANK 


STATEMENT OF DEFICIT 
for the year ended March 31 (in thousands) 
1989 1988 
Deficit, beginning of year $ (236,553) $ (242,980) 
Net income 11,069 427 
Deficit, end of year $ (225,484) $ (236,553) 
STATEMENT OF 
CHANGES IN 
FINANCIAL POSITION 
for the year ended March 31 (in thousands) 
Operations 1989 1988 
Net income $ 11,069 $ 6,427 
Items not requiring an outlay of cash: 
Provision for losses 53,809 34,779 
Depreciation 1,419 1,012 
Net amortization of premiums, 
discounts and debt issue expenses 2,312 3,191 
Net change in accrued interest 22,707 11,422 
Other 2,805 5,588 
94,121 62,419 
Disbursements to borrowers and investees (717,003) (716,648) 
Purchase of long-term investment (23,000) (28,000) 
Repayments by borrowers and investees 453,196 408,308 
Cash used in operations (192,686) (273,921) 
Treasury 
Issue of long-term notes 519,148 539,413 
Repayment of long-term notes (241,546) (323,600) 
Net change in short-term notes (128,189) 86,179 
Capital paid in by Canada 35,000 28,000 
Appropriation paid in by Canada — 23,000 
Net premiums, discounts and debt issue 
expenses 13,632 (2,660) 
198,045 350,332 
Increase in cash, Treasury bills and short-term 
investments, net of cheques outstanding 5,359 76,411 
Cash, Treasury bills and short-term 
investments, net of cheques outstanding: 
Beginning of year 87,592 11,181 
End of year $ 92,951 $ 87,592 


FEDERAL BUSINESS DEVELOPMENT BANK 


NOTES TO 
FINANCIAL 
STATEMENTS 


March 31, 1989 


1. Objectives and operations of the Corporation 


Federal Business Development Bank is a Crown corporation wholly-owned by the Government of 

Canada, which was established December 20, 1974, by the Federal Business Development Bank 

neta and commenced operations on October 2, 1975, as the successor to the Industrial Development 
ank. 


The objectives of the Bank, as stated in the Act, are to promote and assist in the establishment of 
business enterprises in Canada by providing financial assistance, management counselling, 
management training, information and advice, giving particular consideration to the needs of small 
business enterprises. 


The Bank’s lending and venture capital operations are carried out by Financial Services. 
Management Services includes counselling, training and information services. A statement of 
operations is shown for Management Services since it is funded separately by Parliamentary 
appropriation. 


Federal Business Development Bank is for all purposes of its Act an agent of the Government of 
Canada, and, as such, all liabilities of the Corporation are direct obligations of the Government of 
Canada. 


The Bank is exempt from income taxes. 
2. Significant accounting policies 


Loans and venture capital investments: 
Loans and venture capital investments are recorded at principal amounts. 


Provision for losses on loans, guarantees and venture capital investments: 
Provisions are established for specifically identified probable losses on loans, guarantees and 
venture capital investments, as well as for anticipated but unidentified losses. The specific 
provision is established on an account by account basis whereas the general provision is based 
on historical experience and is intended to cover losses on loans, guarantees and venture capital 
investments which have not yet been specifically identified. 


Revenue recognition: 
Interest on loans is recorded as income on an accrual basis except that interest is not accrued on 
loans where management believes that the interest will not be recovered. Dividends, interest and 
capital gains on venture capital investments are recorded as income when received. 


Fixed assets and depreciation: 
Fixed assets are recorded at cost. 


Depreciation is charged against income using the straight-line or diminishing balance methods 
in amounts sufficient to amortize the cost of fixed assets over their estimated useful lives. 


With respect to the Management Services function of the Bank, all capital expenditures are 
recovered from the Department of Regional Industrial Expansion and hence are not capitalized. 


Premiums, discounts and expenses on long-term debt: 
Premiums, discounts and expenses related to the issue of the long-term debt are amortized ona 
straight-line basis over the term of the obligations to which they pertain and charged to interest 


expense. 


Significant accounting policies (continued) 


Translation of foreign currencies: 


Notes payable in foreign currencies are hedged by forward exchange contracts and are 
translated into Canadian dollars at the rates provided therein. The difference between the 
ultimate amount payable at the contracted rate and the cash proceeds of the issue is considered 
to be an element of financing costs and is therefore amortized to interest expense over the life of 
the obligation on a straight-line basis. The unamortized portion of these amounts is included 
with unamortized debt issue expenses in the balance sheet. The related interest payable on these 
note issues is also hedged by forward exchange contracts and is translated into Canadian dollars 


at such contract rates. 


. Venture capital investments 


(in thousands) 1989 1988 
Shares $ 34,049 S$ 353715 
Shareholder advances 1,299 1,508 
Participating debentures 14,567 14,764 
Convertible debentures 1,806 1,475 
ees Ries $ 53,462 
. Accumulated provision for losses 

(in thousands) 1989 1988 
Accumulated provision, beginning of year $ 137,870 $125;:505 
Amounts written off during the year (19,636) (25,878) 
Recovery of amounts previously written off 2,368 3,404 
120,602 103,091 

Additional provision required for the year 53,809 34,779 
Accumulated provision, end of year $ 174,411 $ 137,870 


. Long-term investment 


Pursuant to a directive dated October 16, 1986, given by the Government of Canada to the Federal 
Business Development Bank under Section 89 of the Financial Administration Act, the Bank was 
directed to purchase from Cominco Ltd. 790,000 series ““E” preferred shares for an amount of 
$79 million. The Government of Canada provided funding in three tranches for this transaction 


which was completed on April 5, 1988. 


Cominco Ltd. is a Canadian mining producer of zinc and lead. This investment forms part of a 
$260 million programme of modernization relating to lead smelting operations in Trail, B.C. 

A twenty-year agreement between the Government of Canada and Cominco Ltd. provides for a 
sharing in the risks of the project. The redemption of the Bank’s investment and payment of 
dividends thereon are tied to the success of the project as determined by a profitability index which 
is related to the performance of lead and silver prices over the life of the agreement. 


This investment is carried at cost and any dividends will be recorded when received. 


. Notes payable 


Maturities by fiscal year were as follows: 


Rate (in thousands) 

% 1990 1991 1992 1993 1994 1995-98 Total 
7 $ 40,630 $ — § — §$ — §$ — $ — $ 40,630 
Bf - of 245,013 165,492 205,000 149,975 75,000 50,000 890,480 

10 - 1" /8 72,376 80,753 235,885 9,665 50,672. 27.707 483,058 

Wee 137/s 75,000 100,500 46,906 7,446 _ Dpie emp 

14's - 153/6 c= 20,000 13,113 = — 33,113 

$433,019 $366,745 $500,904 $167,086 $131,672 $77,707 $1,677,133 


Ne a EASA ON RIO ONE SITIO INO APE OUI p22! 
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10. 


Notes payable (continued) 


The above includes notes payable of United States $131.5 million (Cdn$181.3 million), Yen 
23.6 billion (Cdn$171.6 million), Australian $64.2 million (Cdn$66.4 million) and New Zealand 
$50 million (Cdn$397 million). These notes are hedged by forward exchange contracts (See Note 2). 


The above table includes $372.4 million of notes payable which have been the subject of interest rate 
swap agreements with other financial institutions. Under these agreements, fixed interest rate 
commitments ranging between 8°/4% and 15*/s% have been converted to floating interest rates 
which resulted in effective interest rates for fiscal 1989 which ranged between 9% and 12%. These 
borrowings fund a portion of the Bank’s floating interest rate loan portfolio. 


Capital paid in by Canada 


(in thousands) 1989 1988 
Capital, beginning of year $ 512,600 $ 484,600 
Cash paid in 35,000 28,000 


Capital, end of year $ 547,600 $ 512,600 


. Appropriation paid in by Canada 


According to legal advice provided to the Minister concerning the provisions of the Federal 
Business Development Bank Act, funding for Financial Services activities may be provided to the 
Corporation by way of appropriation for the purposes of Section 20 of the Act. Amounts received 
are disclosed in the balance sheet under Shareholder’s Equity along with the capital of the 
Corporation as defined by Section 28 of the Act. 


(in thousands) 1989 1988 
Appropriation, beginning of year $ 23,000 = 
Cash paid in 23,000 
Appropriation, end of year $ 23,000 $ 23,000 


. Contingent liabilities and commitments 


The Bank is contingently liable as guarantor of loans aggregating $3.2 million. 


The undisbursed amount as at March 31, 1989, on loans and venture capital investments authorized 
aggregated $205.3 million (1988 - $174 million). 


Lease commitments 


Future minimum lease commitments under operating leases related to the rental of Bank premises 
are as follows: 


(in thousands) 


1990 $ 6,086 
1991 5,391 
1992 5,058 
1993 4,460 
1994 3,840 
Thereafter 10,054 

$34,889 


ue 


iL 


13. 


14. 


Pension plan 


The Bank maintains a defined benefit pension plan for eligible employees. Based on the latest 
actuarial report prepared as of December 31, 1988, the present value of the accrued pension 
benefits amounted to $158.1 million and the market related value of the net assets was 

$169.5 million. 


Statutory limitations on operations 


The Minister of Finance may, with the approval of the Governor in Council, authorize capital 
payments to the Bank not in excess of an aggregate amount determined by the application of 
Section 28 of the Federal Business Development Bank Act. Under current ministerial interpretation 
of the provisions of this Section, the Bank is presently authorized to receive capital payments to the 
extent that total capital paid in by Canada under this section does not exceed $554 million. The 
total of direct and contingent liabilities of the Bank is limited to a maximum of 12 times the 
amounts of its capital and deficit (or up to 15 times with the approval of the Governor in Council) 
and may not exceed $3.2 billion. 


Financial Services 


The statement of operations for Financial Services is comprised of the results of the Loans Division 
and the Venture Capital Division which are segregated below. Within the capital of the Bank as at 
March 31, 1988, was an amount of $35.6 million provided by the Government of Canada to fund the 
venture capital investment portfolio. A further $10 million was received for the same purpose for 
the fiscal year ended March 31, 1989. 


(in thousands) 1989 1988 
Venture Venture 
Loans Capital Total Loans Capital Total 

Interest and investment 

income $301,046 $15,563 $316,609 $260,214 $6,634 $266,848 
Interest expense 185,705 — 185,705 166,588 a 166,588 
Net interest and 

investment income 115,341 15,563 130,904 93,626 6,634 100,260 
Provision for losses 49,917 3,892 53,809 34,306 473 34,779 


Net interest and investment 
income after 


provision for losses 65,424 11,671 77,095 59,320 6,161 65,481 
Non-interest expenses 62,812 3,214 66,026 56,438 2,616 59,054 
‘Net income $ 2,612 $ 8,457 $ 11,069 $ 2,882 $3,545 $ 6,427 


Comparative financial data 


Certain amounts pertaining to the fiscal year ended March 31, 1988, have been reclassified to 
conform with the presentation adopted for the fiscal year ended March 31, 1989. 


. Subsequent Event 


On April 27, 1989, the Government of Canada announced in its 1989 Budget a reduction of 
$13 million in the yearly appropriation for the Bank’s Management Services. An amount of 
$27.6 million had originally been budgeted by the Bank for the 1989-90 fiscal year. This reduction 


is to be phased in over the course of the year in order to allow the Bank to adjust its programs and 
cost recovery. 
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